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Dorothy Collins, “The Sweetheart of Lucky Strike” 


LUCKIES TASTE BETTER THAN ANY OTHER CIGARETTE ! 


Fine tobacco—and only fine tobacco—can give you a hetter-tasting cigarette. And L.S./M.F.I. 
—Lucky Strike means fine tobacco. So Be Happy—Go Lucky! Get a carton today. : 


COPR., THE AMERICAN TOBACCO COMPANY 


LS/M.ET.- Lucky Strike Means Fine Tobacco} 
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Any Questions? 


O.K., our neck is out. We don’t 
know all the answers on stocks 
and bonds—and don’t pretend to. 





But we've always felt that the 
more people know about the stock 
market and investing, the better 
it is for them, for us, and the 
whole country, too. 

That’s why we're willing to 
try to answer any questions you 
may have about our business... 

That’s why we’ve published a 
6,000-word advertisement called 
“W hat Everybody Ought to Know 
About This Stock and Bond Busi- 
ness” in 99 different newspapers 
from coast to coast. 

In it we answer the most com- 
mon questions we get asked ... 
cover everything from what stocks 
are and why youshould buy them, 
to how much they cost, why prices 
change, what dividends they pay. 

If you'd like a free copy of 
this advertisement in pamphlet 
form, just ask. And if you’ve got 
any questions of yourown—about 
the business in general, particu- 
lar securities, or your own in- 
vestments—just ask those, too. 

We'll do our best to answer 
them without charge or obliga- 
tion of any kind. 

Simply address the “MERRILL 
LYNCH MAN” at— 


Department SF-67 


MERRILL LYNCH, 
PIERCE, FENNER & BEANE 


70 Pine Street, New York 5, N. Y. 
Offices in 97 Cities 
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New Guided Missile Takes Off....This newest anti-aircraft missile, soaring upward on its 


supersonic flight, is launched, steered and exploded by electronic control. These powerful missiles blast high- 


flying enemy aircraft out of the sky. The control devices were developed by the Bell System’s research and 
manufacturing units —the Bell Telephone Laboratories and Western Electric Company — working together 
in traditionally close relationship. This guided missile assignment for the Army Ordnance Corps 


is just one of many important military projects now entrusted to the Bell Telephone System. 
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The Trend of Events 


| DEFENSE BOND DRIVE... Secretary of the Treasury 
John Snyder deserves, and needs, the public’s fullest 
support for his big defense bond drive that will get 
under way after Labor Day. The new campaign is 
being launched (1) to cut down deficit spending, and 
| (2) to help fight inflation. 


Encouraging thrift is the kind of basic inflation 


control everyone can take part in and it looks, in- 
creasingly, that it is the only really effective device 
| left to us. The new tax bill, as an anti-inflationary 
measure, hardly comes up to expectations. Price and 
wage controls are somewhat academic because of 
their built-in escalators. Credit control has been 
effective but is now subjected to successful assaults. 
All the greater the need to fight inflation by stepping 
up savings. Hence we say, for practical as well as 
patriotic reasons, Secretary Snyder deserves the 
country’s fullest support. 

Doubtless that support would be far more readily 
' forthcoming if Secretary Snyder could convince his 
Washington colleagues to stop their dire predictions 
of how much more inflation we will have because 
of the “inadequacy” of the new Defense Production 
- Act. Apart from its obviously political motivations, 
that kind of scare campaign 


The Treasury should know that, because for 
months, public bond redemptions have exceeded pur- 
chases by a substantial margin. At a time when total 
savings have been picking up, U. S. savings bonds 
remained in the dumps. The reason: Inflation. A 
good many people have been switching away from 
savings bonds into other investment fields in the 
search not only of a higher return but of an infla- 
tion hedge, of something that will go up in value 
if the dollar loses more purchasing power. 

The politicaly inspired scare campaign emphasiz- 
ing the threat of further inflation thus is a distinct 
disservice to Secretary Snyder who wants his defense 
bond drive to be a success, as it should be. Wasteful 
Government spending that tends to increase the 
budget deficit is a similar disservice, for it breeds 
inflation. Secretary Snyder’s bond drive would be 
greatly helped by elimination of both — politics as 
usual and wasteful Government spending. He should 
be given a hand, not a boot. 


CONGRESS AND FOREIGN AID... Time will tell 
whether the $1 billion cut in the Administration’s 
foreign aid bill will be a real saving to taxpayers or 
merely false economy, but we 





will hardly make Mr. Snyder’s 
Job easier. It is tough enough 
' asit is, and if the scare cam- 
paign succeeds to the extent of 
convincing the people of the 
inevitability of more and more 
inflation, Mr. Snyder will find 
' his job well nigh impossible. 
| For a highly inflationary en- 
' Vronment it not exactly con- 
ducive to spurring bond sales. 





We recommend to the attention of our 
readers the analytical discussion of busi- 
ness trends contained in our column 
“What’s Ahead for Business?” This 
regular feature represents a valuable 
supplement to Mr. A. T. Miller’s stock 
market analysis of importance to in- 
vestors as well as to business men. To 
keep informed of the forces that may 
shape tomorrow’s markets, don’t miss it! 


doubt whether some of the dire 
prophesies made in some quar- 
ters in connection with this 
case of congressional “intran- 
sigence”’ will come true. It has 
been said that cutting foreign 
aid appropriations to such an 
extent means that the armies 
of Western Europe will re- 
main on the drawing board for 
lack of equipment. We greatly 
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question this, in fact we think that no great damage 
will be done to the defenses of the Western Powers 
by the $1 billion slash at this time, or even by a 
greater cut. 

The Government seems to be behind schedule al- 
ready on procurement of military supplies under ap- 
propriations previously voted, and as it currently 
looks, the lag will continue for some time. Chances 
are that the Government will be unable to buy and 
deliver anything near the $6.3 billion in military sup- 
plies and services it is seeking within the current fis- 
cal year. Right now, too, it looks that the pace of 
Western European rearmament can best be speeded 
by action of the respective European Governments. 
We do not agree that cutting the appropriation should 
lead to lagging European willingness to speed re- 
arming; if it does, something else is wrong that can- 
not be corrected by lavish hand-outs. 


The congressional attitude towards the foreign 
aid bill primarily reflects impatience with continued 
heavy demands on the Treasury on behalf of nations 
abroad, and also the growing feeling that some of 
our allies are not doing all they could to meet their 
own defense problems. Evidence of the latter is not 
lacking; more could be done but isn’t—for various 
reasons, chief whereamong is the attitude “Let Amer- 
ica do it.” 


It is important that Congress continue to keep 
under constant review the workings of both the mili- 
tary and economic side of he foreign aid program, a 
job that should be conducted in a bi-partisan spirit. 
If it should develop that the slash in the aid appro- 
priation is excessive, the machinery will be there to 
redress the situation promptly. But let’s not be un- 
duly impressed by scare-prophesies designed to kill 
the feeble attempts at economy in defense spending 
so badly needed at this time. 


BANKS IN THE LIMELIGHT... The recent failure of 
negotiations to merge the Bank of Manhattan Com- 
pany with the immense Chase National Bank has 
focused attention on a situation which has been 
quietly developing since the end of World War II. 
This has been the pressure on the smaller banks to 
merge with the larger systems. Since the end of the 
war, in New York City alone eleven banks have dis- 
appeared through merger with the bigger banks. De- 
posits involved amounted to over one billion dollars, 
with 91 million of capital funds absorbed. 

Explanation of this situation may be found in the 
ever-growing need of the smaller institutions for new 
capital to support their expanded volume of business. 
In other industries, where such a background pre- 
vails, it is a comparatively simple matter to go to the 
stockholders for additional funds. In the case of the 
banks, however, such a solution is not possible since 
for years, bank shares have been selling at a large 
discount from book value, Obviously, sale of new 
stock at a discount which is the only way to attract 
new investors, would have the result of diluting the 
value of the old stockholder’s equity and therefore 
makes new stock financing difficult. 

Since the smaller banks cannot continue indefi- 
nitely to operate without larger working capital, they 
are sooner or later compelled to consider the advan- 
tages offered by a merger with a larger institution. 


Shareholders of course are enthusiastic since th 
price paid, judged by merger arrangements in recep; 
years, enables them to secure the full book value fe 
their shares, which in some cases is as high as 25” 


above current prices, and in addition sometimes ,f 


worthwhile premium. 


The relatively low market price of bank stocks j . 


due essentially to the great impact of Federal taxe 
upon earnings. In fact, the situation has become » 


that it has caused he increasing withdrawal of prt 
vate capital from commercial financial institution» 
The anomaly is all the greater when it is considereif” 


that in past years, bank shares have sold at a | 
level because both earnings and volume of busin 
was low, whereas to-day, despite the enormously 


creased volume of business, profits are still relative} 


moderate. Larger institutions, seeking to acquire 
juncts to their business, find it advantageous to 
so through merger since it is a fairly economical w 


for them to acquire important earning assets. Immef 
diate expansion in the volume of business is attaineiy 
automatically providing greater efficiency in opera~é 
tion, lower unit costs and the elimination of dupl.> 


cating and overlapping facilities. 


While chief interest has naturally centered on th® 
New York City banks, mergers have by no mean}: 
been confined to the metropolis, a number of other} 
having taken place in other sections of the county * 
The situation, of course, is not merely applicable ti 
New York but is national in scope, the same problem: 


facing all the banks of the country. 


COME AND GET IT... It seems strange that wh 
money is so hard to come by, and sometimes ever 
harder to keep, millions of dollars are lying aroun 


waiting to be claimed by their owners. The U. SPnis 
Treasury has $195 million it would like to pay tif 
holders of Series A savings bonds, but it cannot finify; 
them. No more interest will be paid on these bontfs 
since they have matured, thus holders will gain noth® 
ing by holding on to them. Some of the bonds prob 


ably have been lost or destroyed, and will never k 
presented for payment. But a substantial amour 
may be held by investors ignorant of the fact that 
the bonds have been called for repayment. 


Going back to early days, every bond issue whici 
the United States has ever issued, has had some “de 
linquent” investors. “Put them away and forgé 
them” is an old and familiar saying, and apparent) 
that is just what many investors have done with 
their Government bonds. We know they are also doing 
it with other securities, usually to their detriment! 
though occasionally such “forgetfulness” has beet 
productive of considerable windfalls. 


As far as Government bonds are concerned, bif 
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actual count there are over $476 million worth thf 
should have been turned in to the Treasury since the, 


days of the First Continental Congress. The lates 


example concerns Series A savings bonds, as citeifi. 
above. But this does not apply to series E, F and Gf 
bonds because, while great amounts of these bontif, 


have been paid off, the owners have been given tht 


option of holding them and continuing to receive inf. 


terest for a further period of ten years. But if yo 


hold series A savings bonds, you had better turn them, 


in. You won’t get any more interest on them. 


——— 
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q _——— the way the Korean truce talks 
Yhave been dragged out by communist creation of one 
phony incident after another, it is not surprising 
.} that many astute observers have regretfully come to 
‘the conclusion that it was unwise to keep the U.N. 
.@ground forces in Korea inactive while the bickering 
»in Kaesong went on. The talks would probably have 
“been speeded up, if 
Noffensive activity had 
pcontinued. To stop 
psuch activity in the 
‘Pfirst place and pre- 
a pvent further heavy 
sroblempcommunist losses was 
‘Pthe primary aim be- 
rhind the original 
_P Malik proposal. 
at whikf As it is, the truce 
nes evelftalks have been stale- 
y arounifmated by the commu- 
he U. SPnist campaign of vi- 
O pay Wi tuperation, and the 
nnot finifright way to under- 
se bontfstand the situation is 
ain nothto remember that the 
ds probfSan Francisco confer- 
never béfence on the Japanese 
amoutiPpeace treaty has been 
fact thafslated to begin Sep- 
tember 4. Just what 
tricks the Russians 
will spring is any- 
fone’s guess but we 
an be sure they will 
miss no propaganda 
hance. Whether or 
mo the communists in- 
wend to have a Korean 
tease-fire later on can be argued indefinitely. The 
dact is that the Kremlin has planned to keep the truce 
talks on ice until the San Francisco meeting is over. 
since thf, ‘t must have occurred to the Russians that their 
he lates best and probably only chance of disrupting the con- 
as citeeerence Was in tying it to the Korean truce negotia- 
F and (pes. Belated Russian acceptance of the invitation 
ae boul Ho attend the conference implied this. Their apparent 
riven thie” 1s to hold out the hope of a Korean cease-fire as 
oboe bait to prevent the J apanese peace treaty from being 
ut if you igned, except under inclusion of impossible Soviet 
orn te onditions. Barring this, we can be sure that they 
vo vill do their utmost to try and break the western 
, tont. The tragi-comedy at Kaesong has been enacted 
ae 0make this possible. Kaesong doubtless will figure 
1951 Barge in the events at San Francisco. 
—_—F, The prospect then is that San Francisco will be 


“BACK 
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BY ROBERT GUISE 


NEW CLIMAX AHEAD 


another climax of the war of nerves. While the Rus- 
sians can hardly hope that this country will budge on 
any basic point in the Japanese treaty, we must ex- 
pect that they, in trying to influence the other treaty 
signatories, will attempt to create the impression 
that those signing the treaty will thereby invite an- 
other world war. Having no veto, the threat of Soviet 
armed power may 
well be used as a 
transparent substi- 
tute, indirectly, to be 
true, without resort 
to any ultimatum, but 
plainly enough to be 
understood. The hope 
is that none of the 
signatory powers will 
fall for this bluff. 

It is here where we 
must expect to see 
Korea loom large. An 
implied threat to re- 
new the Korean fight- 
ing with full force, if 
the Japanese treaty is 
signed, could become 
a powerful weapon of 
Soviet blackmail. We 
are aware of French 
and British fears that 
the Korean war may 
be transformed into a 
general war in some 
such manner. Some of 
our allies have ap- 
proved the treaty 
draft with less than 
enthusiasm, as we 
know. The temptation might become strong to ab- 
stain from signing in return for a promise of real 
peace in Korea. That sort of blackmail would be 
typical of the Kremlin’s “diplomacy.” It could pro- 
duce serious difficulties and realizing this, Washing- 
ton is bound to approach the conference with utmost 
wariness. Again, the Kremlin may propose a gen- 
eral meeting to iron out all Far Eastern issues and 
if such a meeting could be forced by Soviet tactics, 
new and grave difficulties would again have to be 
faced. 

Fortunately the chances are good that the Kremlin 
is unlikely to gain its objective on this occasion. 
Soviet blackmail is becoming less and less effective 
and no one likes it. Moreover, the price for submis- 
sion would be far too high, for nothing less than the 
future of the Western (Please turn to page 642) 
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Market In Testing Area 


The Industrials Average has bettered its recent high but the Rail Average is still far 
behind. Volume indications, while improving, remain inconclusive. In view of continuing 
uncertainties in many areas, the argument for further decisive upside action is not too 
convincing. Maintain adequate cash reserves and improve stock holdings by switching 


from the more speculative to sounder issues. 


By A. T. MILLER 


J. he technical picture in the market shows a a number of months, but the reason for it is clea 
renewal of interest in several selected groups, espe- since the carriers, as latest earnings reports shov, 
cially the non-ferrous metals and steels, together are troubled by higher wages, increased maintenan: 
with a number of special situations. The Industrial and supply costs and, in the case of the mid-westen 
Average, on moderate volume, broke through its re- roads, by the effects of the flood. Better earnings ar 
cent high of 266.52 on August 20, and at this writing expected for the next few months as a result of th 
is well above 269. This further upside penetration higher freight rates recently granted. 
has taken about two weeks, the gain being about Utilities are comparatively dull with the Averag 
three points. at its highest level of around 45, compared with th 

The Rail Average, while somewhat higher, is still May high of 42.52. This group has been attractiy 
lagging far behind its February high of 90.58 and unobtrusive attention, the firmness of American Te, 
currently stands slightly over 80. Despite mild cur- & Tel. being a feature. The better yields in this group, 
rent strength, this group has been disappointing for as compared with equivalent grade industrials, is: 
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factor inducing quiet investment demand. 

Of outstanding interest currently is th 
great strength and activity in Canadia 
Pacific shares, which is somewhat remi- 
niscent of the rise a few months ago it 
Northern Pacific. In both cases, the im 
pelling factor is oil. 


Selectivity Continues 


Despite the July-August rise in the I: 
dustrial Average which featured the oil 
chemical, rubber and drug groups, thii 
strength except in the past few days ha 
not been accompanied by proportionat 


activity in the main body of stocks. lif 


fact, the latter has done relatively littl 
As we have stated in recent issues, it wa 
not to be expected that a handful of fe 
vored stocks could continue to “carry the 
ball” indefinitely and that for the marke 
to move decisively ahead it would be net 
essary for other groups to take the plat 
of the former leaders. At the moment 
stated, the non-ferrous stocks and, to! 
smaller extent, the steels, with some mis} 
cellaneous issues, are trying to break tht 
deadlock. So far, judged by the rathe 
limited character of the current mot 
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and, especially, by the still relatively mog 


erate volume, there is not enough prod 


as yet that the advance will broadly 


further. For the present at least, the co? 
clusion is that the market is still in a test 
ing area. 

While seasonal tendencies are by 1 
means always reliable, it is worth poill 
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ing out that September is 
| usually a month in which 
| advances are less frequent 
‘than declines. One reason 
' is that September usually 
marks a pause in the tra- 
‘ditional summer rallies 
until investors and traders 
‘have a better opportunity 
to size up fall and winter 
‘prospects in both market 
- and business. 
' New worries have 
crowded in on the market 
which, it must be acknowl- 
‘edged, does not act as if it 
were overly depressed by 
them at this stage. The 
first of these, of course, is 
' the stale-mate in the Korea 
truce negotiations, the out- 


‘in great doubt at present. 
The second is the danger- 
ous Iranian impasse with 
its explosive possibilities. 
' The third is the tax uncer- 
‘tainty, the congressional 
committees blowing hot 
and cold on this problem 
‘f and, with the outcome also 
‘in doubt. It now looks as 
‘ifthe corporations will not 
'E be “soaked” quite as much 
as they feared, though the 
-f total tax will be heavy 
‘Benough and may be retro- 





1 ‘active January 1. On top 


‘Bof this, September 10 is 
the date when the National] Production Authority has 
ordered producers of steel, copper and aluminum no 
longer to accept non-priority orders for their prod- 
fiucts. This will affect manufacturers of durable con- 
sumers’ goods who are already in short supply of 
‘Bthese vitally needed items, and will create even 
greater confusion than at present. The implications 


Illustrating the many cross-currents in the situa- 


aq tion, it should be mentioned that the cost-of-living 


index recently hit a new high of 185% of 1935-1939 
averages. The rise in July was 0.2%. This carries 
with it ominous possibilities with regard to wages, 
6S escalator clauses now in effect in many important 
wage contracts provide for automatic increases. 
#Seneral Motors has already raised wages by a cent 

lan hour, as provided for in its agreement with the 
is Ution, and others are following. Thus, a potentially 
inflationary influence is again shaping up in the face 
of current deflationary trends in many areas of the 
peconomy. 


Many Uncertainties Remain 


| Surface movements in the market reflect the un- 
sip certainties mentioned above, and the result is a com- 
paratively low volume of transactions. With only 
several exceptions has it been much in excess of 1.5 
million shares daily in recent weeks. The present rate 
‘averaging about 1.3 million, a fairly dull situation, 
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though on the latest advance it has shown a tendency 
to pick up. 

Technically, the market is quite “thin”, making for 
exaggerated price movements. What concentrated 
buying can do to a stock under these circumstances 
was indicated by the 13-point advance in a single day 
last week by Freeport Texas when it announced the 
discovery of a new sulphur dome. It is clear that good 
news can still be a potent factor. It is also worth not- 
ing that adverse news is apparently less readily dis- 
counted. One may deduce that the market is still more 
susceptible to good than to bad news. 

There are no precise clues as to whether the buying 
is more important than the selling but it is generally 
true that in a rising market or at least in a market 
that has stayed firm, as has the present one, an in- 
crease in short sales indicates a weaker type of sell- 
ing than buying. Short sales at present are about 2.5 
million shares, the highest in four months. 

Indications are that it will take concentrated bad 
news to unhinge the market drastically. In its recent 
sluggish reaction to the spate of unsatisfactory news 
coming out of Korea, Iran and Washington, the mar- 
ket has shown a kind of insensitiveness to these de- 
velopments, or is waiting either for a definite, sharp 
crisis to break out of its range on the downside, or 
for an important favorable development to continue 
the advance in more pronounced fashion. At least, it 
can be said that nothing important market-wise de- 
spite present firming tendencies is likely pending 


(Please turn to page 644) 








SAVING vs. 
SPENDING 


— A REVIEW OF CONSUMERS’ ATTITUDES 








By E. A. KRAUSS 


on is supposed to be a virtue, as it is indeed, 
though at times it creates its problems. Some per- 
haps remember the “dilemma of thrift’’ attributed 
to “oversaving” and “underspending” at various 
times in our economic history. It would be completely 
erroneous to say that we are once again headed for 
such a period. But thrift right now seems to be a 
headache to businessmen who note a growing ten- 
dency towards saving and a lessening inclination of 
consumers to help them reduce their crammed store 
shelves. Everyone of course favors thrift and no 
one advocates wanton spending. But merchandisers 
are conscious of the fact that any gain in the rate 
of saving constitutes a tacit and usually a real 
enough loss for them. 

Thus retailers are mulling over recent figures of 
consumer saving and spending, and what they find 
gives them pause. They note a growing consumer 
preference for money over goods, that John Q. Citi- 
zen has been reaching more readily for the deposit 
slip instead of buying goods in sufficient quantities to 
make merchandisers happy. And all this in the face 
of high and increasing personal incomes, and the 
existence of record-breaking liquid assets in the 
hands of individuals. They find, in short, in the 
midst of prosperity the anomaly of inventory gluts, 
cutbacks in retailers’ orders and a resultant trim- 
ming of factory production schedules by consumer 
goods makers. 

While consumer buying has been slowing, per- 
sonal savings have been rising rather sharply—and 
much of it has been going into bank accounts. Thus 
we learn that credit balances in checking accounts 
took a sharp upward spurt in recent months. We are 
also informed that deposits in mutual savings banks 
have soared to a new high of almost $2014 billion, 
following a third consecutive monthly rise. Much 
money is going into insurance. A good deal is going 
towards repayment of debt, notably instalment debt. 
A fair slice is invested in stocks and bonds. Generally 
there are indications that the public scramble for 
goods is subsiding, that fewer people are overspend- 
ing, that saving gets more emphasis. 

Few will deny that this is a salutary development, 
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particularly at this juncture where further inflation 
was believed to be imminent. If instead it has led to 
deflationary trends, from a general viewpoint this is 
all to the good though inventory-ridden retailers 
might disagree. That the slowing in consumer spen¢- 
ing has created problems and losses was inevitable; 
but this has been outweighed by the salutary effect 
on price levels generally and the strong curb it pro- 
vided to disruptive inflationary forces. 

Right now, the great guessing game revolves 
around the question: How long will the consumer 
keep dragging his feet? How long, until retail trade 
picks up again—until the consumer goes back toa 
more normal ratio of saving and spending? 

Before one attempts to answer these questions, it 
is vital to examine the reasons behind the spending 
slow-down. There are a good many, some likely to 
prove temporary, others more fundamental. 



































Problems of Daily Living 


After a double-orgy of post-Korean scare buying, 
people naturally are “over-bought’”, that is their 
needs are well covered ahead. A good many art 
doubtless broke; evidence of this is not difficult to 
find. The instalment and mortgage debt load is tre- 
mendous; taxes and living costs are high and many 
have a hard time making ends meet. These are facts 
easily substantiated. Many, after paying taxes, debt 
instalments and current living expenses, have n0 
funds left to rush into the stores and buy. 

Many others are doubtless better off, but strangely 
enough, the money they have is no longer burning 
holes into their pockets. They have a strong urge tl 
replenish their depleted savings. The average mal 
generally is taking a longer look ahead, wondering 
whether he can hold his own in the future, embattled 
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by high living costs and rising taxes. — 

People, it can be noted, are doing more thinking 
about laying some money aside, hence are unwilling 
to overspend or dip into savings. Those who don’t 
have to worry about instalment collectors or how to 
pay off the mortgage on the new house, are inclined 
to worry about the future—the age-old problem of 
security made doubly difficult under present-day tax 
conditions. If it can be done at all, it takes a good 
deal more determined saving to accumulate a nest- 
egg. Stepping up long term savings—in whatever 
form—has been found the only practical answer just 
as it has become the average family’s most widely 
ysed hedge against inflation. Some of this type of 
saving is bound to be at the expense of spending. 

Demand has hit an airpocket as it frequently does 
after a disorderly and speculative rise in prices ac- 
companied by concentrated buying, hoarding, and 
excessive credit use. The impact is accentuated by 
doubt whether there will be more inflation—despite 
oficial propaganda to the contrary. It is further 
accentuated by a new attitude in favor of saving, 
and by people’s increasing difficulties to make ends 
meet. Nor is the prospect of still higher personal 
taxes exactly conducive to spurring the public’s buy- 
ing propensity. Consumer spending naturally will 
continue to have its usual seasonal spurts but under 
the new conditions, it would be unrealistic to antici- 
pate anything like a vigorous new buying boom. 


Consumers Prefer Money to Goods 


All estimates of consumer expenditures imply of 
course estimates of the volume of saving. The diffi- 
culty with such estimates is that past experience is 
no reliable basis for predicting future performance, 
even if circumstances are not much different and 
income levels remain the same. 

At present, disposable income is expected to rise 
and this is frequently regarded as assurance that 
new spending records will automatically follow. But 
how about the rate of saving? Abnormal as that rate 
currently is in relation to previous experience, there 
is no assurance that it will remain stationary, or 
even decline as some expect. If consumers continue 
to“feel poor’, as many now do, they will continue to 
remain conservative buyers and prefer money over 
goods. This need not spell a further slump in retail 
trade, but merely a steadier pace with less violent 
swings and a somewhat longer period for mending 
the inventory situation. 

The theory that consumer spending is bound to 
rise is rendered plausible by some figures. Back in 
1949, disposable income was $186.4 billion. Con- 
sumers spent $180.2 billion and saved $6.2 billion, 
or 314% of income after taxes. Last year, after-tax 
Income rose to $204.3 billion, spending jumped to 
$193.6 billion, and personal savings came to $10.7 
billion or 5% of disposable income. 

During the first quarter of 1951, the savings ratio 
was only 4% or about half that of the last quarter 
0f 1950, because of the great buying spree in Janu- 
ary. In the second quarter, however, the savings rate 
reached a high of 9%, reflecting the tendency to 
save, and to buy less. What’s more, savings rose 
about twice the amount of the increase in income. It 
's postulated that this is a situation that will not last, 
hat a turn in the tide must be near, particularly 
since disposable income is likely to rise further dur- 
Ing the balance of the year as the arms build-up 
accelerates. 
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However, what assurance is there that the con- 
sumer will go back to the old and lower saving rate? 
It is well to remember that a good deal of current 
“saving” is compulsory, that is, it consists of such 
things as repayment of debt, payment of insurance 
premiums, annuities, etc. Even monthly payments 
on the home mortgage are considered as savings. In 
a sense perhaps they are, but all these things are 
certainly not liquid savings which can be tapped 
for spending purposes. In fact it is saving of this 
type which in many cases is responsible for the 
Squeeze on spending, and this situation is not likely 
to change in short order. 

If, in spite of higher taxes later in the year, dis- 
posable income rises, it is thus by no means certain 
that the bulk of the enlarged personal income will 
promptly find its way into the various channels of 
trade. A good deal will go towards debt payment, 
replenishment of recreation of liquid savings, and 
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perhaps the raising of living standards impaired by 
heavy indebtedness, which may principally benefit 
food lines. 

Barring sudden developments which may once 
more induce a wave of scare buying, there is then a 
good chance that consumer spending will finally set- 
tle on a new plateau, and while this will be consid- 
erably below the peaks of recent violent swings, it 
will likely still be a fairly high plateau. But in our 
view, the trend towards a fairly high ratio of savings 
is likely to continue, spurred by the perception of 
many people that “rainy days” are only a matter of 
time and that an umbrella of cash reserves will then 
come extremely handy. An additional consideration 
is that in any effort to provide personal security for 
the future, considerably larger savings are needed 
than before inflation got under way. Both are fac- 
tors that may render the trend towards greater em- 
phasis on saving as of more than temporary signifi- 
cance. 


Lower Income for Millions 


Other factors can be cited that, barring resump- 
tion of scare buying, argue against recurrence of a 
strong buying boom in the near future. There is 
much talk about the rise in personal incomes, yet it 
is estimated that last year only about half of the 
nation’s families have enjoyed a higher income. 
Incomes have actually gone down for some ten mil- 
lions of families, and have remained unchanged for 
about eighteen million families. Thus 28 million 
families out of a total of some 53 million are worse 
off than before, and this is a sizeable segment of the 
consumer army. They have been squeezed, their pur- 
chasing power is lessened and they probably had to 
dip into savings to make ends meet. The picture in 
1951 is not likely to deviate much from that of 1950. 

Aggregate savings of course are large, but what 
about their distribution? It has been estimated that 
one-tenth of families hold about 65% of total sav- 
ings, that isthe top tenth. And it is further esti- 
mated that the entire lower half of the nation’s 
families own a mere 1% of savings. These are 
fairly startling figures, showing that not too much 
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reliance should be placed on the liquid asset facto, 
when appraising the spending outlook. It furthe 
explains why spending is off, and why saving is 
much in the people’s minds, an attitude additionally § 
encouraged by the fact that instead of bogging dow 
in widely heralded shortages, industry has been able 
to pour out goods at an unheard-of rate. 

This uneven distribution of savings in part af 
least, and perhaps in very considerably degree, alg 
explains the long-term tendency of savings to grow 
at a faster rate than consumer expenditures. Taking 
the 80-year span from 1920 to the present, long-tern 
savings show a gain of approximately 650%. Against F 
this, total consumer expenditures in 1950, even with f 
the buying stampede and the sharp rise in price 
that occurred after the outbreak of the Korean war, § 
were only 200% greater than in 1920. The latte 
figure, we suspect, would have been greater, wer 
savings more evenly distributed. The relation ths 
exists between the two is hardly open to question. 

Returning to the spending outlook, one cannot very 
well argue with the contention that this year’s trade 
slump is largely a case of indigestion, that people 
have bought more than they needed, or could afford, 
in a few buying sprees and thus gorged, have stopped 
purchasing while the effect of overbuying ar 
worked off. Its a plausible contention. Less plausible 
is the suggestion that the digestive process is about 
over, that a vigorous revival of consumer demand is 
just around the corner. 


In our view, digestion will take a good deal longer 
and any revival of consumer demand will largely 
be held to seasonal proportions. This may still mean 
good business for the retailer but nothing like what 
he experienced last January or in July of 1950. In. 
ventory problems will continue for a while and inven- 
tory balance, where needed, may not be achieved 
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before the early part of next year. So far the con- actio 
sumer has refused to be scared into a new buying § ™°Y< 
stampede, and many, overbought and overburdened § But! 
with debt, simply lack the means to buy. It is af} ‘TSS 
situation, the correction of which will take time. It} '™4v 
cannot be hurried. aver 
high 
Mortgaged Income = 

the 
The simple fact is that to finance the post-Korean F reve; 
waves of anticipatory buying, savings have been TI 
reduced and borrowing has skyrocketed, thereby F pew 
creating a charge against future income. This f 1946 
charge will reduce the size of expendable personal F com; 
funds in the future and serve to diminish demand. F ong 
While there has been a token reduction in consume! f only 
credit, and while mortgage credit expansion has ¥  thej, 
also slowed, the figures for both remain fantas FA o¢ 
tically high and will be a drag on consumer income F of 4) 
for many months regardless of any foreseeable rise Fare , 
in such income. Moreover, real income has been aie 
declining despite the rise in disposable income. The F  jpoj, 
consumer today isn’t as well off as he was last oon 
December. not 
Against these factors affecting demand, one mustf the 
further consider that for over a year, production f that 
has been running in excess of consumption evel fF  quyyi 
though the latter was at a record rate. The greath of « 
and rapid growth of our productive capacity wil F jee, 
make it possible to fit the defense program, as nowf a, , 
planned, into our economy without creating acute M 
shortages or bringing about a further noteworthy F How 
increase of living costs. | inte 
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discloses something else. 
The Averages have been 
lifted largely by strong 
spots among certain groups 
such as oils, pharmaceuti- 
cals and chemicals, which 
happen to be components of 
the Average. A great many 
stocks outside these buoyant 
issues have been sluggish 
much of the time. In a broad 
manner, that applies to 
much of the 1949-51 market 
rise. 


In recent months, partic- 
ularly, market activity has 
been concentrated in rela- 
tively few favored issues 
including many of the 
stocks making up the Dow 
Industrial Average with the 
result that the latter often 
has risen when gains were 
confined to less than half of 
nS RTs all issues traded. Similarly, 
the number of new daily 
highs recorded lately was 
somewhat deceiving. Actu- 
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By J. C. CLIFFORD 


YY is a well known fact that regardless of the 
action of popular market indicators, stock price 


oe ' movements on the whole have been highly selective. 
lened § But perhaps few investors are fully aware of the deep 
is 4 cross currents which have existed, and still exist, in 
ne. t | individual price formation, in contrast to the daily 
Averages which have moved progressively into 
higher territory. As frequently pointed out in this 
publication, we have had, and continue to have, a 
market of stocks and the Averages have failed to tell 
| the real story. Usually they hide more than they 

real § reveal. 
been Thus while the Dow Industrials are currently at a 
-rebs new high since 1930, and also some 25% above their 
Ss 1946 peak, it’s an entirely different story when it 
oe comes to many individual stocks. Some are selling 
me considerably higher than they did in 1929, but that’s 


has only a minority. The great majority are far below 
at . their 1929 highs as well as below their 1946 tops. 
¥ According to a recently published study, over 70% 








yee of all stocks traded on the New York Stock Echange 
nal are still under their 1946 highs, and further studies 
The reveal that a great many sell in the lower third of 
last their 1946-51 price range. Quite a handfull sell 
around or even under their 1942 lows, and some have 
; not appreciably risen above their 1949 lows though 
"tie the Dow Industrials have rebounded over 63% from 
- that low mark. The simple fact is that particularly 
a during the rise from the 1949 low, and in the midst 
ll | of a generally recognized bull market, there have 
pe been quite a few “bear markets” in individual issues 
cute as well as in certain stock groups. 





More recently, if one judged the market by the 
Dow Industrial Average, one could think that a rise 
interrupted during May-June had been strongly re- 
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found in the fact that buy- 

ing has come mainly from 

institutional investors — in- 
vestment trusts, life insurance companies, pension 
and trust funds etc., and such buyers, as usual, have 
all been aiming at the same target—the “blue chip” 
issues. 

Hence only analysis of individual stock prices can 
tell us where securities stand today. Pricewise their 
position varies enormously, just as even popular in- 
dices disagree as far as the general market is con- 
cerned. This is undoubtedly recognized by those in- 
vestors—and there are quite a few of them—who are 
still “frozen in” with losses on stock holdings ac- 
quired around 1946 peak levels. Many may have been 
bailed out by the 1949-51 advance but by no means 
all of them. It is the latter group which perforce has 
become acutely aware of the market’s selectivity. 


Don’t Buy on Averages 


The reasons behind this selectivity is in many 
cases fairly easily explained by special circumstances 
or general market psychology while in other in- 
stances it is more puzzling. But generally it is a situa- 
tion that explains the fallacy of buying on Averages 
or of regarding Averages as a true mirror of the 
market. They are not. This deficiency applies even 
to those comprising a larger number of stocks than 
the Dow Industrials. While more indicative of the 
general market because of their broader base, they 
nevertheless cannot fully reveal the wide range of 
fluctuations among individual stocks—Averages being 
what they are. 

Thus if it is said that stocks are high, this may be 
true when measured in terms of the Dow Industrials. 
But when examined individually, the picture is dif- 
ferent. A goodly number of the stocks listed in the 
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appended tabulation can hardly be said to be histori- 
cally high and measured against the Dow Industrials, 
their divergence takes on added significance. It cer- 
tainly tends to reduce the importance that may be 
attached to the progressive new highs registered by 
that indicator. 

Measured against 1946 highs, we find very consid- 
erable divergence, both on the up and down side, 
among individual shares. We also find divergence as 
between the Dow Industrial Average and our own 
broader market indicators. The former is up about 
25% from the 1946 high. Our 334-Stock Combined 
Average has just about reached its 1946 peak. Our 
100 High Priced Stock Index is up about 5%, while 
our 100 Dow Priced Stock Index is still 6.6% below 
its 1946 top. . 

Compared with 1949 lows, the upside action of all 
these indicators are somewhat more uniform as our 
tabulation shows. The Dow Industrials advanced 
pretty much in the same ratio as our High Priced 
Stock Index, or roughly about 65%. The advance of 
our Combined Average was somewhat greater, 78% 
to be exact, and this primarily reflected the 93% ad- 
vance of our Low Priced Stock Index. 


How Individual Stocks Fared 


Now let’s look at some specific stocks. We find that 
Air Reduction, while advancing 60% from its 1949 
low, is still 50% below its 1946 high, and at present 
price, incidentally, is just about at its 1942 low of 
2914. Thus while the stock had a good recovery since 
1949, it is hardly historically high. But then, the 1946 
peak was not a realistic appraisal of prospective 
earning power. In the light of indicated 1951 earn- 
ings of around $3 a share and a prospective dividend 
of $1.40, the current price would seem to have dis- 
counted adequately nearer term possibilities and 
doubtless includes a premium for rather clearly de- 
fined future potentials. 

Generally, we find that the biggest advances over 
both, 1946 highs and 1949 lows, have been registered 
by stocks belonging to the favored groups previously 
mentioned. Most of them have far outstripped the 
Averages. American Cyanamid, a dynamic chemical 
stock with a highly promising pharmaceutical ‘“‘fla- 
vor,” has risen some 93% from its 1946 high and 
over 250% from its 1949 low, a truly outstanding 
performance. In terms of price, the stock is undoubt- 
edly historically high, but to be practical, stocks must 
be evaluated on basis of values rather than price re- 
lationships. Values in this instance include a very 
considerable growth potential which currently is 
commanding a substantial premium. On basis of cur- 
rent earnings and dividends alone, the stock is cer- 
tainly adequately priced. 


Other Favorites of Institutional Buyers 


Another “high flyer” is Celanese Corporation, up 
129% from its 1946 high and 130% from its 1949 
low. Still others include Cities Service, up 167% and 
193%, respectively; International Paper, up 156% 


and 106%; and Standard Oil of N. J., up 73% and 
126%, respectively, to mention but the few of this 
category listed in our sample. All belong to the fa- 
vored groups which have been the prime target of 
institutional buying. 

Then we find certain stocks which, while still ap- 
preciably below their 1946 highs, have had an above 
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average advance from their 1949 lows. A good ey. 
ample is Allegheny Ludlum Steel, still 26% below it, 
1946 high though it has risen 165% from the 1949 
low. Back in 1946, the earnings potential was prob. 


been discounting the profit potential in a defeng 
economy as well growth potentials inherent in staip. 
less and alloy steels in which the company specializes, 

Bath Iron Works, while 43% below its 1946 high, 
has advanced 131% from its 1949 low which, inci. 
dentally, was several points below its 1942 low of 


1214. The advance of course is exclusively due to the 


stock’s “war flavor”, the company being a shipbuild. 


ing concern. Prior to the present emergency, its § 


earnings prospects were on the indifferent side. Our 
list contains various examples of such situations, 
Another one is that of Glenn L. Martin, clearly a war 
stock, of course. While 66% below its 1946 high, it 
has risen 101% from the 1949 low. 

It is particularly noteworthy that virtually all of 
the stocks tabulated have made recoveries from their 
1949 lows, though in greatly varying degree. A very 
few have not, however, and reasons therefore are 
readily found. Thus Endicott Johnson at recent price 
was still 214% below its 1949 bottom price, Liggett 
& Myers was off about 5%, and Woolworth 2.3%. 
Beechnut Packing was up only 1.6%, and National 
Biscuit only 6.5%, decidely below average. 


Rising Taxes Squeeze Profits 


While all these companies are stable earners and 
their stocks of good quality, their disappointing price 
behavior reflected a varying degree of profit squeeze 
enhanced by rising taxes. While this situation exists, 
market action will continue to be governed by this 
factor. Action of Ligget & Myers is of course charae- 
teristic of the entire tobacco group, whose perform- 
ance has been below average for some time. Action 
of Woolworth largely reflects the trend of chain store 
shares, just as that of Beechnut Packing and Na- 
tional Biscuit mirrors the price-cost problems of 
their particular business. 

A good many stocks which at their 1949 lows were 
at or below their 1942 bottoms, have made substan- 
tial recoveries though most of them have never been 
able to match their 1946 highs. An example is Allis 
Chalmers whose 1949 low of 251% came close to its 
1942 low of 22. By way of comparison, the 1946 high 
was 62%/,. As of recent date, the stock was 88% above 
the 1949 low but still 24% under the 1946 high. A 
somewhat similar experience, though the percentages 
vary, was that of American Car & Foundry which in 
1942 dropped to a low of 20 and in 1949 to 211. 
Then there is Bridgeport Brass which in 1949 fell 
almost a point below its 1942 bottom price of 7%. 
The stock since then had an advance of 127%, re- 
flecting improved earnings prospects in a war econ- 
omy, but is still 28% under its 1946 high. 

An outstanding case in this category is Cerro de 
Pasco. Its 1942 low was 27, and in 1949 it fell to 143}. 
While still 7% under the 1946 high of 5114, the stock 
has advanced fully 235% from its 1949 bottom. Back 
in 1949, the stock, like most non-ferrous metals, was 
under the cloud of a cyclical price downtrend for 
copper and the company also faced problems of re- 
duced copper reserves, high taxes and exchange 
curbs. Today copper prices are high and demand for 
the metal is insatiable with the result that earnings 
this year may reach a high of $8.50 a share compared 
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Od ex. ith $5.41 in 1950. Some of the J-— — -_ a 
om wi 
OW its F other problems are also less Cross Currents in Stock Price Movements 
e 1949 F threatening. The stock’s sharp opener 
; prob. F rise clearly reflects the com- enn beaie 
ce has pany’s improved position. _ High Low Recent 1946 1949 
efense While the Dow Industrials 1946 1949 Price High Low 
= have bettered their 1946 high by J) Air Reduction 0... 59% 18% 29% — 504 + 60.0 
allzes, & asubstantial margin, it is signifi- Allegheny Ludlum Steel ....... a 61% 17% 454 — 260 +1649 
) high, ean to note how many individual Allied NNR cs 5 cay sseatcs oucteuens 63% 25% 42% — 33.5 + 68.0 
, inci. shares —and our list is only a _— a 62% 25% 47% — 245 + 88.0 
: . merican Airlines . . 19% 63 15% — 21.3 +145.1 
re of F necessarily brief sample selected} American Can aes 106% 8) 116 + 89 + 432 
O the F at random—have failed to match American Car & Foundry 72% 21% 31% — 56.1 + 47.6 
»build. the action of this Average. Many, American Cyanamid ... 63% 35% 12384 + 93.3 +251.4 
Ys it asalready noted, are along way | soivon works me mm Las Lite 
>, : pgs ay e — &. +131. 
© Our from being even within hailing | seechNut Packing 40% 30% 31 —234 + 16 
‘tlons. F distance of their 1946 peaks, a Bethlehem Steel ...... 38% 23% 51% +353 +1237 
a War fact that amply documents the Bridgeport Brass ..... ote 20% 62 14% — 27.6 +1269 
igh, It observations made at the outset Bullard Company ...... y 46% 12% 29% — 37.8 + 37.7 
E Burroughs Adding Machine ...... 21% 1342 1758 — 18.9 _ : 
f this study 30.5 
Il 0 Ss Je Canada Dry Ginger Ale . 18 9% 11% — 34.7. + 22.1 
a of Examples are Pepsi-Cola, still Celanese Sorp. 2352 232 54% +129.6 4130.7 
ee 15% below its 1946 top, Servel— conve De Pasco ..... 51% 14% 47% — 68 +235.7 
very ear : 7 rysler 702 44 69% — 12 + 52.1 
re ans off 65%, U. S. Hoffman Ma Cities Service Co. 4% 38% 111% +1669 +193.1 
ee chinerv—off 70%, Dome Mines— Cluett Peabody 60% 21% 32% — 457 + 52.4 
Fe e off 58%, Hudson Motors — off Commercial Credit 59% 46% 58% — 16 + 27.3 
iggel 60%. Loews—off 58%, and Mack Crucible Stee! 54% 14 39% — 27.7 +1785 
2.3%. Mak: — off sks shout 66%. Deere & Co. . 58% 30% 64 + 94 +1133 
tonal While most of them have made eg ll = — a a oe 
s [ ad Dome Mines 29% 12% 16% — 58.0 + 34.0 
sizeable recoveries from their Dresser Industries 33% 16% 22% — 31.4 + 35.5 
1949 lows, failure to move more coe lesion si 52% 38% 46% — 12.1 + 21.0 
wae ” i ; ectric Boat 35% 123 213 — 39.1 + 51.0 
in line with the general market Endicott Johnson 51% «29% «= 28s 2S 
: was usually due to specific cir- Flintkote Co. . 46% 21% 30% —358 + 41.0 
S and F cumstances. General American Transport 71% 41% 51% — 276 + 24.4 
price Pepsi-Cola has been ailing — General Electric 52 34 60 + 154 + 765 
jueeze Baers : e i Goodyear Tire & Rubber 77 34 93% + 214 =+4175.0 
ius along with all soft drink com- Greyhound Corp. 18% % 1% — 383 + 153 
7 panies—under the impact of ris- Hudson Motor 341 9 13% — 60.5 + 527 
oa ing costs and rigid selling prices Inland Steel 44% 30 52% + 17.1 + 741 
tom which resulted in serious deterio- ere eg 4 gio “eee ae 
orm- Lee f : nternationa icke 427% 558 385 — 10.0 + 52.0 
; ration of earnings. The stock : 
ction j ’ International Harvester 34 22% 34 unch + 49.0 
stu and the entire group, have defi- International Paper 20% 25% 51% +1561 +106.4 
1 Na nitely been in an individual bear Kennecott Copper 60% 40 76% +275 + 92.1 
a yr? market. Price action of Hudson — : Myers Tobacco . 102 72% 69 — 323 — 5.2 
‘ siege : ; oews, Inc. : 4l 14 17% — 582 + 21.4 
Motors and Servel has reflected bieuh trea 3% #9 «7 « 6) ~=O et eA 
_ the position of these companies Metin, Ghent. a 45% “~“ ik en aan 
tail in their respective fields, which Montgomery Ward & Co. 104% 4756 69% — 33.6 + 45.4 
ha rendered long term prospects National Biscuit soos 37% 3012 322 — 13.3 + 65 
een somewhat dubious, and latterly National Cash Register 45/2 3012 57% + 268 + 98.3 
Allis ieslini 1 if >» tea z i National Distillers Products 32% 17% 323 unch. + 87.7 
to its clining demand tor their proad- National Gypsum . 33% 11% 18% —45.1 + 53.5 
hee ucts. The sluggishness of Dome Penick & Ford ......... 40% 27% 40% unch, + 48.0 
7 Mines was characteristic of all 1 aoa a ptr Ss 10 6 — 75.30 + 25.0 
ay gold shares — another case of an Pittsburgh Consol. Coal 26% 2434 43 + 638 + 73.7 
rh, ae ; i Pullman, Inc. 69% 30% 44! — 36.2 + 46.8 
7 individual bear market ; , 
tages . Radio Corp. of Amer. 19 956 22% + 17.1 +131.1 
‘ch in Safeway Stores ... 347% 16% 364 + 3.9 +125.0 
O11 Mack Trucks Servel 24% 6% 8% — 64.6 + 38.0 
> fal —— Co. ‘a 56% 22 31% — 446 + 42.6 
( Boke WER COU. ccncsannvsstcsxaxdsectes 402 22% 31% — 218 + 39.0 
13h, _ Prion to the present emergen- Standard Oil of New Jersey ...... 39% 30% 68% +730 +1266 
we ES Mack Trucks did poorly earn- United Aircraft si oneness 37% 20% 30% — 183 + 515 
: Ings-wise, suffering from inade- U. S. Hoffman Machinery 47% 6% 145% — 70.0 +1207 
econ- quate demand for its equipment Woolworth, (F. W.) Co. 62% 44 43 — 30.8 — 23 
: ithe face of heavy overtend. Wrigley, (Wm.) Jr., & Co. 82% 66 74% — 100 + 125 
48s. The company is doing better Dow-Jones Industrials y 212.5 161.6 266.0 + 25.1 + 646 
oe now, has in fact very substantial pre tort « ir aa yore Stocks... 191.7, 108.0 191.4 — .02 + 78.1 
. nmilitarv orders that should keep agazine o all Street—1 Hi Priced Stock 112.6 71.0 1184 + 5.1 + 66.7 
Back it profitably occupied P weeageii Magazine of Wall Stret-—100 Low Priced Stocks... 248.0 119.7. 2316 — 66 + 93.5 
pre | Siderable period. But the market 
tr oe that this is a temporary windfall based Or take U. S. Hoffman Machinery. The stock has 
a ve e unsafe framework of defense preparations, risen 120% from its 1949 low but remains 70% be- 
ste _ it is unwilling to discount it more fully. The low its 1946 high. Undoubtedly the latter was an 
ine ig has risen 68% from its 1949 low but still has a exaggerated valuation in the first place, hence the 
atl wid way to go to match its 1946 high. It probably steep price descent to the 1949 low. What pulled the 
ont. stock down was the (Please turn to page 642) 
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A Study of..... 


Stock Splits 





By 
GEORGE 
W. MATHIS 


A avored by continued high level 
business and industrial activity, and 
exceptionally high profits, more of 
the nation’s leading corporations 
this year will take advantage of 
these conditions and split their 
shares than in any previous year 
since 1947. In the first half of 1951, 
twenty-six important companies 
have taken such action and since 
then, a number of others have either declared their 
intention to follow suit or will soon do so, so that the 
full year’s total should exceed the thirty-three stock 
splits of 1950. 

In 1946, the record number of 74 companies split 
their shares, a figure not duplicated since. Never- 
theless, the aggregate in the past two years has 
been quite large. In only one year, 1949, did the 
number drop to modest proportions when only 17 
companies took such action. The actual number of 
companies to increase their stock in amounts rang- 
ing from 100% to above, without including those 
which paid stock dividends, is as follows: 1946, 74; 
1947, 50; 1948, 30; 1949, 17; 1950, 33. 

Corporations these days are extremely conscious 
of their public relations and make every effort to 
secure the good-will of all with whom they do busi- 
ness, of whom the stockholder is by no means the 
least important. Through the medium of stock pay- 


Candidates for Stock Splits 





Price Range 
1950-1951 Div. Recent Div. 
High-Low 1951 Price Yield 


American Cyanamid ........ 131%- 49 $4.00 122 3.2% 
Atlantic Refining 78¥2- 30%a 4.00 75 5.3 
Brower Shoe ........0:5500050: . 62 - 36% 2.40 52 4.6 
Cities Service ... 118%- 63% 4.00 113 3.5 
Consol. Mining & Smelt..... 149 - 78% 10.00b 145 6.9 
Dow Chemical - 54% 2.40 113 2.1 
ume ON vik. 08h... - 80 4.00 127 3.1 
Motorola - 21%a 2.00 48 4.1 
Ruberoid . - 39% 2.00 54 3.6 
Superior Oil -195 3.00c 487 d 
U. S. Playing Card - 65% 4.50 72 6.2 
U. S. Gypsum - 90% 5.00 114 44 
Zenith Radio - 31% 2.50b 63 4.0 


a—Adjusted. 
b—Including extras. 








c—Irregular. 
d—No basis of calculation. 




















ments, corporations secure a much wider distribv- 
tion of their capital stock and more stockholders. 
When the United States Steel Corporation last year 
split its shares three-for-one, it secured, within a 
comparatively brief period, an increase of 10% in 
its stockholders. Du Pont achieved an increase of 
20%. Practically all corporations which have sub- 
divided their shares have simultaneously increased 
the number of their stockholders. Since larger stock 
ownership and the greater number of shares stimvu- 
lates closer and more active markets, the corpora- 
tions benefit through acquisition of additional po- 
tentials for new financing. It is needless to say that 
this is a vital consideration for prosperous com- 
panies who must look to the future to secure addi- 
tional sources of founds for their ever-enlarging 
programs of expansion. 

Corporations benefit in other ways from subdivid- 
ing their stock. Generally, a stock split can only 
come after years of prosperity for the company and 
a piling up of assets, reflected in swollen surplus 
accounts. In order to give official recognition to these 
developments, it is generally considered wise to alter 
the balance sheet by transferring from the surplus 
to the capital stock account. This brings the general 
capital set-up more into line with the actual position 
of the company. 

The stockholder, of course, benefits from the stock 
split-up because it affords him a better market at a 
lower range of prices. It also gives him a better cash 
return, as a rule, for most companies which increase 
their shares also increase their cash dividends, 80 
that the general result is a real increase in direct 
return. A few illustrations of recent dividend action 
on split-up shares will indicate the extent of benefit 
to stockholders. 

Amerada which was recently split two-for-one, 
placed the new shares on a 50-cent quarterly basis. 
The old rate was 75 cents quarterly, so that the 
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stockholder is now receiving 














the equivalent of $1.00 a share 
against 75 cents previously. In 


Statistical Data on Shares Proposed for Split 











the case of Texas Co. which 
also split two-for-one, the new 
rate of 65 cents quarterly com- 
pares with the old rate of 





















Net Per Share Basis of Price Range 
Ist Half Full Year Proposed Recent Div. 1950-51 
1951 1950 Split Price 1958 High Low 











$1.00, so that the stockholder 
is now receiving $1.30 a share 
on the old stock against $1.00. 
Carrying this comparison fur- 
ther, we find, that First Na- 
tional Stores has raised the 
quarterly rate from 75 cents 
to $1.00, Pfizer from 50 cents 


Anderson, Clayton & Co. .. 
Firestone Tire & Rubber ...... 
Freeport Sulphur 















Merck & Co. 
National Lead 









Goodyear Tire & Rubber ..... 


vee $11,623 $ 9.934 2-11 942 $4.50° 942-51 
seceee 11.70 16.76 2-1 114% 5.502 124 -52% 
ee 3.76 8.46 3-1 114% 5.502 1144-56 
ae 4.81 15.62 2-11 93% 5.00 96%4-43% 
at 2.87 4.46 3-1 102% 2.50 110%-39% 
sales 3.51 7.23 3-1 892 4.00 952-35 
19.76 55.88 S—1 202 - 2362-90 


New York Chicago & St. Louis.. 

















to 75 cents, Granite City Steel 
from $1.00 to $1.10, May De- 
partment Stores from 75 cents 













1—100% Stock dividend. 
2—Indicated 1951 rate. 














3—6 months ended January 31, 1951. 
4—Year ended July 31, 1950. 












to 90 cents and Phillips Petro- 















leum from $1.00 to $1.20. ate 
These are only a few of the recent increases in divi- 
dends among split-up stocks. What this means in 
cash dividends may be seen from the fact that from 
1946 to the present, 230 corporations have split their 
shares, in most cases increasing their dividends at 
the same time. 

In a rising market, such as we have had since 
1949, shareholders also benefit from the larger dol- 
lar value of their increased stock. Examination of 
the accompanying table shows that in many cases, 
individual stocks have continued their gains after 
the split-up though some gains have been modest 
and, in some cases, there have been declines. Of the 
thirty stocks in the accompanying table, ten have de- 
clined since they were split, to prices below the 
pre-split price, and several] others are barely above. 












In an irregular market, or one that is declining, the 
split-up stock will generally conform to the market 
pattern. Where split-ups have been the result of 
temporarily favorable earnings, as in the case of 
lesser grade companies who have had a bonanza due 
either to war or other special situations, stocks are 
apt to perform quite badly in a declining market so 
that the investor on the hunt for possible split-ups 
would do well to stick to the better known and well- 
established companies which have proven over a long 
period of time that they can forge ahead on a long- 
term basis. 

In our tables “Statistical Data on Shares Proposed 
for Split” and “Candidates for Stock Splits” we have 
presented two groups now in the limelight. The first 
gives those companies (Please turn to page 630) 
































































































year § A general conclusion as to the 
hin a price behavior of  split-up 
Oo ° 
jo M shares directly after they have Pri . 
: - rice Trend of Shares Split Recently 
se of F been split cannot be drawn, j F , 
- sub- except that where the general ‘a aaa seein 
° . . ive rice Range ercen ange 
_— market is advancing, the like- Date Basis Pre-Split 1950-51 from Pre-Split 
StOC lihood 1s that they can con- of Split of Price High Low Recent Price to Recent 
timu- tinue to gain, though generally (1951) Split Adjusted (Adjusted) Price Price 
pora- at a slower pace. 
1 po- The investor interested in po ace pie i ee oe a ald 
that § the possibility that the shares as... 7/23 2-11 32%  —35%.17% OM SA 
com- — of his company may be split Champion Paper & Fibre.......... 8/3 2-1 31% 32 -15 30% —28 
addi- or who is desirous of purchas- Continental Oil sececeesee 6/14 2-11 50% 56%4-27% 544 +74 
rging — ing a stock in the hope that it rie idioma vs : rf ei a yooacin = +106 
* irst National Stores / - 2 ¥2-32\2 +14.1 
livide thet be — ey sionggas Granite City Steel ... 3/15 2-1 28% «= 31%12% «= 25% = 10.2 
bi - ng a — = _— - Gulf Oil iitinimmen TE 2e 2 ae ae eae 
‘ stocks go through a long dis- Houston Lighting & Power _ 4/23, 3-1 = 20% 21%-15¥2 18% — 8.1 
7 and counting process and that the International Salt ......... . 5/4 2-1 40 47 -26 42 + 5.0 
rplus longer he waits to purchase _ a Land oe 8/6 = 36% or 38 . x 
these h : . e We san a 2-11 20% 22 -11% 20 2.4 
alae a stock, the higher + ay A Lehigh Portland Cement ............... 5/5 2-1 26% 26%-19% «23% = 10.4 
e price he must pay. In this eee a oe 481-285 48 +15.0 
rplus sens is Lockheed Aircraft ...............0..... 7/16 2-1 18 21%-11% 20% +12.5 
a] se, he takes the same risk Lone Star Cement 000.00. 5/22 3-1 27% 29 -20 23%  —128 
ner as in di tock pur 
ition any ordinary stock pur- May Dept. Stores .... 6/29 2-1 32% 36 -22% 33% + 47 
chase if he enters the market McCrory Stores ..... Af2Ze 21 19% 22 -15% 16% —15.3 
teil after it has had an extended nag ap aa Datla iscenieate wee he 3—1 27% 29%4-15% 28% + 3.6 
S : * . Y. Air Brake ........ 5/29 2-1 21 23%-12% 20 — 46 
ata | "Se such as is true of the Pfizer (Chas.) Co. 6/22 3-1 39%  46%17% 43 +10.2 
present. This point is, of Phillips Petroleum . 7/23, 2-1 43% 49%6-28% 49% 12.8 
cas : 4 
oui course, more applicable to Plymouth Oil ................ 7/30 2-1 32% 36%-19% 35%  +11.2 
those inki : Squibb (E. R.) & Sons fe 6/26 2-1 24% 2956-14% 26% +911 
S, $0 Bian Pat “ bar nk eri pan Standard Oil of California - 3/12 2-1 46% 50 30% 4% +59 
irect S of quick or intermediate Standard Oil of New Jersey 6/13 2-1 59% 70%-33 68% +153 
ction | Profits. The bona-fide invest- Sutherland Paper ...... coe O/T 21 25% 28%-17% 26% + 58 
nefit or’s problem is different, Texas Company ........... 6/12 2-1 = 46% 54%-29'% 53%  +15.2 
though he should also be Victor Chemical 6/21 2-1 29% 347%8-19% 297% + 2.5 
-one, [| Suided by market considera- ; a 
asia. tions. —100% Stock Dividend. 
the 
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POLITICS AND CONTROLS 


By E. K. T. 


NOT EVEN the forthcoming Treasury Bond sales drive 
is without its uses in bolstering labor’s demands for 
increased wages, it appears. Says the Machinist head- 
quarters here: “It is important that the drive suc- 
ceed. But middle-income families are not going to be 






find 
is ke 









much interested in buying and hanging on to bon 
in today’s cost of living if there isn’t some significant 
economic benefit to it. Banks and insurance com ice ¢ 
panies, the union protests, have been given incentive dete: 
to buy long term government securities—in the fom— =, 




















parison. The facts dispute this, however. 
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of upped interest rates. The government security drat’ 
will pay off better than a savings account in the bank °h@” 
WASHINGTON SEES: members are advised, “but families need more en-— hear 
: } couragement to buy U.S. Bonds.” even 
At no time overlooked as a happy hunting Pe 
ground for political game, the field of controls SENATOR TAFT, back from his New England delegate. ae 
legislation now is a major preserve, crowded with gathering incursion, makes no attempt to disguise the 
republicans and democrats alike, all hoping to bag fact that he now considers himself much closer to: ; 
supplies to carry them through the months leading “wanted” candidate than in the past. He has said he 9254 
to the winter of 1952, when the votes will be will not announce for the Presidency until convincei} of P. 
counted. there is a demand that insures his nomination, sug-§ the ; 
President Truman was displeased with the con- gests his election. The Ohio lawmaker mentions Janv- hous: 
trols section of the renewed Defense Mobilization ary 1 asa probable date for public statement—either Asti 
Act, and made that clear when he signed the meas- way. It will come before that. A better politician than , 
ure. He made it clear, too, that price rises would given credit for (at least before the last Ohio senz-§ °° 
come and would be charged against those respon- torial election), Taft has been studying the timing. 
sible for curtailments. His counsellors have been advising him he’s played a 
The President's political advisers thought he hard-to-get long enough, that it’s time to move. Civi. 
didn't go far enough; they reasoned that congress be i: 
wouldn’‘t change the law in the space of one month WAGE CEILINGS on 10 million employees are being— goes. 
and without testing it in practice. So it seemed held in abeyance, pending decision by the Wage StF at44. 
safe to go through with the formality of demand- bilization Board on whether workers in an industry flash 
ing immediate rewrite, place congress in the posi- which has no price ceiling on its product should have — 
tion of refusing, of “compounding the felony.” a roof over wages of individuals. A tripartite panel-f 75 P' 
There are republican leaders who favor giving management, labor, and public — couldn’t reach aif make 
the President all he asks. They fear he may be agreement ; couldn’t even concur on whether the ex- take 
right; that prices could zoom and the blame would isting law makes ceilings mandatory. So the Attorney 
rest on Capitol Hill. Also, they realize that almost General will be asked that; it’s almost a certainty 
as many democrats as republicans joined in the he’ll say it isn’t compulsory. But WSB and other de- iii 
trimming down, believe that will defeat the White fense agencies are worried over what the attitude oT. 
House “plot. And they see political capital in the will be among the millions of other workers if the oot8: 
fact that the President seemingly won't enforce a price-exempt classifications are alone permitted tof busi: 
law he cannot write. demand and get what the traffic will bear. heer 
The second battle for controls thus is rather more HOUSE MEMBERS have left the Capital on what esti 
political than economic. The President wants to go omeants 4 & vacation to “wait until the scalll of t!) 
on record that the republicans are to blame ff catches up with business disposed of in the house.” f £0 i 
prices go up. The republican leadership, by pre- It sounds good back in the home districts, gives thf 
senting a bill that follows precisely the President's Representatives the appearance of being diligent} 
a has put the Administration on productive workers, and the Senators drones by cof that 






There's guidance for personnel departments in a 
new government publication ("Occupational Outlook Hand- 
book") which surveys 433 job classifications with respect 
to whether employment opportunity exists, or the field is 
crowded. It's pointed to the interests of war veterans 
and will be used by the U.S. Veterans’ Administration guid- 
ance section. Personnel men will read it, therefore, in 
the reverse: where the government investigators find many 
openings, few applicants, the signal for recruitment of 
the labor force is clear. 






































The product is no small or casual publication. 














pects it will have wide circulation among employers. Most 
interesting overall aspect is the tracing of changes in 
the job picture which came after Korea. There's not enough 
scientists, too many lawyers, a scarcity of teachers at 
some levels and an oversupply at others. Language used 
is plain and without flourish, designed to convey a thought, 
not reach heights of rhetoric. Example: "It's easy to 
find jobs as insurance salesmen and brokers -- but difficult to keep them, since competition 














| is keen and long-established agents have a natural advantage over newcomers." 


And in another area of job discussion, the Commerce, Labor and Selective Serv- 
ice offices are tightening up on “essentiality classifications" — the cataloging which 























| determines, among other things, whether a given employee otherwise eligible for military 








draft, shall be deferred. The first listing is several months old, and it remains un- 





| changed despite the fact that business and industry keep rapping at doors demanding to be 


.— heard on reasons why they should be tagged "essential." It isn't only a manpower question; 
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eventually procurement of necessary materials will be involved -- the "essentials" get- 
ting first pick. 











The U.S. Conference of Mayors is claiming credit for knocking out a "sneak play" 
designed to write into the Defense Production Act, a provision which would permit the Office 














| of Price Stabilization to control adjustments of municipality utility rate changes and at 





the same time exempt privately-owned public utilities. The amendment was enacted by the 
house but the mayors considerately say “many of the congressmen didn't understand it." 
Astrong campaign was put on when the bill was in conference, the "sneak play" was foiled, 
say the mayors with the pride of achievement. 











There's serious consideration being given to the idea of abandoning the Federal 
Civilian Defense Administration program, leaving the job to states and cities which may 
be interested in setting up home-front protections. Congress has indicated it either 
doesn't believe in the project or doesn't think it should be financed federally. That 
attitude was Sharply outlined in a 90 per cent slash in the requested appropriation. And 
Washington, D.C., the house members imposed appropriating for the municipal government of 
73 per cent cut -- proof, it would seem, that the objection is fundamental; that the law- 
makers don't believe there is wisdom in civilian defense, at least in the pattern it now 
takes. 
































It was inevitable that, one day, congress would get around to demanding that 











| advance estimates and ultimate costs for Army Engineers projects be brought into closer 








balance. The spread has been terrific; private construction companies couldn't expect 
business survival if it became noised about that (to take the example of the Army Engi- 
neers) the cost of 182 projects under construction increased 124 percent over engineer 

estimates in the 1951 fiscal year. Spiraling labor and material costs accounted for most 











| of the increase, but 50 per cent of the added amount (860 million dollars) has been traced 





to insufficient engineering preparation and estimating. 








Congress has not been blameless. It has encouraged a practice of directing 








"f— that work begin on a program before the ultimate cost is figured in detail, relying upon 
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estimates that are only guesseS, and poor ones at that. That has been pleasing to 
the engineers who, obviously, followed a natural tendency not to price themselves out 
of a job. With an election coming up, a worried senator or representative is anxious 
to get a construction job going in his district during the campaign; preferably one 
involving huge earth moving machines and rolling trucks which the voters cannot help 
but see. After that, it's up to the Army Engineers to complete it at leisure or other- 
wise, within or outside original "estimates." 


































Some programs have cost several hundred percent more than the figures con- 
gress had when the work was authorized. Almost 1 billion dollars is represented.in 
the 30 per cent of engineering and estimating lack found by the lawmakers this year. 
Four segments of the Pick-Sloan Plan authorized at a cost of 337 million dollars, now 
will be completed for a minimum of 860 millions. Ina step toward reform, congress has 
announced final, detailed estimates for an entire job will be required before any 
authorization is given. Revived, too, is the Hoover Commission proposal that the Army 


Engineers work be placed under the Department of Interior. 

















































Congressional agricultural leaders are studying the next move in their effort to 
keep this year's bumper crop from bringing about a collapse in cotton prices. Because 
of last year's short crop and anticipated defense needs, the Department of Agriculture 
recommended substantial increases in 1951 cotton acreage. The growers responded - 
naturally. Since the planting season got underway, trade circles have been anticipat- 
ing a near-record crop for this year. USDA announced that-29.5 million acres were in 
cultivation as of July 1. That's 58.5 per cent more than a year ago, the largest acreage 
since 1933 with the exception of the 1936 and 1937 years. Cotton prices have dropped 
approximately $60 a bale since Spring. 


























































Although there have been reports of suggestions by some producers that the 
cotton support level be raised above the previously announced 90 percent of parity, 
coneressmen from the cotton-producing states have shown little disposition to "go along." 
Agriculture Secretary Brannan has thrown cold water on the project; flatly says he 
will not raise the support level at this point. Several alternatives have been pro- 
posed, including: 1. Have the government buy and stockpile 3 million bales. 2. Antici- 
pate military needs and place orders at once. 3. Encourage farmers to place at least 50 




































































































































































per cent of this year's cotton under CCC loan. year’ 
some 

Whatever else may be said in criticism of congress -- at least that part of its ~~ 
membership represented on the house appropriations committee -- it must be agreed that that 
when a job of fund-cutting is done it's done thoroughly. Having reduced the grant muni 
asked by the federal civilian defense office by 90 per cent, to establish what probably Th 
was a record up to that time, the committeemen proceeded to go themselves one better: nego 
cut the National Science Foundation 98 per cent -- from a requested 14 million dollars _ 
to a paltry $300,000. aign 
was 

The science foundation came into existence only last year. It had been in but 5 

the discussion stage through many sessions but several groups of sponsors had difficulty eal 
getting across the point that it wasn't simply another technical library. For the Th 
first operating year 15 million dollars was proposed, one million later being lopped call « 
off for some reason not clearly explained. The $300,000 proposed will not permit much sight 
more than coordination of scientiic research; won't allow any new projects to be launched.p 4 for 
Gone are 2100 planned graduated fellowships for studies in science and engineering, ha 
much of it in the field of atomic energy. whic 
natio: 

it has long been a commentary on politics that the republicans have as many nizes 

fights within their party as the democrats have, only they don't fight as openly. A a. 
change seems to be working. Senators Smith and McCarthy engaged in wordy warfare over with 
the Maryland election; Senator Capehart was chided by colleagues for "going too far" source 
in criticism of RFC; Senator Saltonstall refused to join his associates on the essen 
MacArthur report. All in the same day! oe 
er 
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KRERERE BES. 


—THE ECONOMIC, SOCIAL, POLITICAL 
PROBLEMS INVOLVED 


By V. L. HOROTH 


fter six years of occupation and nearly ten 
years after Pearl Harbor, the representatives of 
some 40 United Nations countries will meet after 
Labor Day in San Francisco to sign the Japanese 
treaty draft and to lay the foundations of a pact 
that will assure freedom and security from com- 
munist aggression in the Pacific area. 

The treaty was drafted after several months of 
negotiations with Japan and the key countries in- 
terested in the Pacific, the chief credit going to Mr. 
John Foster Dulles, the Presidential adviser on for- 
aign affairs. The San Francisco peace conference 
was so arranged as to admit expressions of views 
but no further negotiations. This was done to pre- 
a the Kremlin’s delegates from sabotaging the 
reaty. 

The draft treaty which the Japanese themselves 
call “a treaty of reconciliation,” is an unique, far- 
sighted document. Its purpose goes beyond putting 
a formal end to the hostilities or the re-establish- 
men of Japan as a sovereign nation. In Mr. Dulles 
own words, “it intends to create conditions under 
which the country would have a chance to earn its 
national living and become self-sustaining.” It recog- 
nizes that an economically weak Japan could fall an 
easy prey to communist aggression. Japan’s high 
military and industrial potential in combination 
with Chinese manpower and Russian natural re- 
sources would be hard to beat. Hence it is absolutely 
essential to prevent Japan from falling into the 
Soviet orbit even at the cost of being accused of 
overfriendliness with former enemy. 
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Making Peace... 


...Wwith JAPAN 


There have been many objections and a 
great deal of unhappiness among the 
former Allies over the Japanese treaty 
draft. Those of China and Soviet Union 
can be dismissed, since their interest is 
to weaken Japan politically and econom- 
ically, and to prevent formation of an 
anti-communist block in the Pacific. Great 
Britain objected to the overinflated Jap- 
anese shipbuilding capacity, but accepted 
assurance that a part of this capacity 
would be diverted to other purposes. Aus- 
tralia and New Zealand’s misgivings of 

a Japanese military and industrial comeback were 
at least partially allayed by a new mutual defense 
treaty negotiated with the United States, and by 
the fact that the West keeps control over all poten- 
tial sources of Japanese steel and iron ore. 

The Dutch, the Indonesians, and above all the 
Philippinos have harped on indemnities and repara- 
tions. The Philippinos hoped to use Japanese repar- 
ations for the industrialization of the Islands—some- 
thing that the huge American postwar aid has failed 
to accomplish. Rightly or wrongly, the Philippinos 
fear that it will be the more efficient and liberalist 
Japan that will attract American industrial capital, 
and Phillipine industrialization will have harder 
sledding than ever. 

India is the only major friendly country to decide 
not to sign the San Francisco peace pact, chiefly 
because her suggestions went unheeded. India wants 
Formosa to be turned over to Red China, a separate 
agreement regarding the maintenance of American 
troops in Japan, and the return of the Ryuku and 
Bonin islands to Japanese sovereignty on the ground 
that Japan cannot defend herself effectively without 
these possessions. There is some merit to the last 
point, and a movement is afoot to return the two 
island groups to Japan when she proves herself to 
be sincere in her cooperation with the free world. 


Japan Relieved of Reparations 


However, the most significant point of the peace 
draft is that Japan will pay no significant repara- 
tions, although she has agreed to acknowledge her 
prewar debt liabilities. She will be free to enter any 
international convention and will become a member 
of the United Nations, with the right to build up 
gradually a system of her own defenses. 
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These magnanimous concessions were made in 
recognition of (1) the hard work and excellent be- 
haviour of the country during the occupation period, 
and (2) the tremendous task facing Japan in read- 
justing her national economy from its former de- 
pendence on a colonial empire and on trade with 
the Asian Mainland, now under communist control. 

The extent of this readjustment is not generally 
realized in this country. From 40% to 50% of Jap- 
anese imports in the immediate prewar years orig- 
inated in “the yen area” or China: coal, soybeans, 
millet, lumber, and woodpulp from Manchuria; iron 
ore, cotton, salt from China; woodpulp and metals 
and minerals from North Korea; rice and chemicals 
from South Korea; sugar from Formosa, etc. Japan 
will now have to import most of these products from 
somewhere else. 


Where Will Japan Earn Dollars? 


The United States could provide a good many of 
them, but the problem is how Japan will earn dol- 
lars to pay for them. Her chief trade currently is 
with India, Pakistan, Indonesia, Australia, the Near 
East, etc., all sterling area or soft currency countries 
with the exception of the Philippines. We will have 
to continue either to lend or give money to Japan 
for her to carry out this readjustment. During the 
occupation period, maintenance of the Japanese 
economy cost us from $400 to $500 million a year. 
Some experts think that $200 million or less'a year 
will suffice in the future. 

However, the readjustment of the Japanese econ- 
omy from the dependence upon the old colonial area 
and China is not everything. Japan with a popula- 
tion of somewhat over one-half that of the United 
States in an area smaller than California, is grow- 
ing at a rate of 400,000 to 600,000 people annually, 
and jobs must be found and raw materials imported 
to keep these people busy. The alternative is social 
discontent and worse. 

Up to the time of the invasion of South Korea, 
the economic rehabilitation of Japan was making 
steady but slow progress. For example, the output 
of steel which at its wartime peak was about 9 mil- 
lion tons, had recovered to about 4.4 million tons 
by the first half of 1950. The output of cotton fab- 
rics reached by that time, as will be seen from the 
accompanying table, about one-third of the prewar 
level. Although they kept doubling every single year 


Japan’s Comeback 
(all figures at annual rates) 


since 1946, exports reached an annual rate of about 
$650 million, while imports were at an annual rate of 
about $970 million, the United States, of course, 
footing the gap. 

The country anticipated a serious business reces. 
sion due to high production costs which were mak- 
ing Japanese goods hard to sell at a time when half 
of the world devalued its currencies. There was a 
strong agitation for the devaluation of the yen, as a 
dose of further deflation was deemed unwise for 
social and political reasons. 

Then came the Korean war. It was something of 
a shot in the arm. Japanese industries have received 
several hundred million dollars worth of orders for 
goods needed in Korea, over and above the grant- 
in-aid we were giving. At the same time, Japanese 
export industries have taken full advantage of the 
increased purchasing power of raw material produc- 
ing countries and of the vacuum created by the with- 
drawal of American and Western European export- 
ers. Currently Japan is exporting goods at the rate 
of about $1,350 million a year, just about double the 
pre-Korean rate. As a result of higher prices and 
growing industrial requirements, the rate of imports 
reached a rate of nearly $2.4 billion a year during 
the second quarter of 1951, leaving a potential gap 
of nearly $1 billion. Some of the earlier dollar earn- 
ings had to be drawn upon as a result. 


Sharp Industrial Come-back 


Japan’s industrial comeback which followed Korea > 
has been truly amazing. An awed Britisher who > 
recently visited the Kansai industrial district in fF 
which Osaka is located, writes in the London Finan- : 


cial Times: 


“You cannot see the shipyards, steel works, textile f 
mills, and engineering works without realizing that f 
nothing will stop a people so adaptable and pains- — 
taking ... Japan is ready to return to international f 
trade in full force, with improved quality, greater F 
efficiency and more experience than before the war. f 
The period of grace for those who must prepare for f 
Japanese competition is almost over. Japan will not F 
in the future be content with mere dumping of trin- F 


kets in colonial markets.” 


In one year’s time the output of steel has increased f 
by 50% to a record peacetime rate of about 6.6 mil- f 
lion tons. There has been a sharp increase in the f 
output of heavy chemicals and fertilizers. The record f 


activity of the construction industries 


has pushed up output of cement, glass, F 
and other products. The expansion in f 


the machinery building trades has 


been rather disappointing thus far, f 





Industrial — Steel Cotton Rayon & — Electric 
Production Output Fabrics Staple Fib. Output 
(1937-100) (000,000t) (000,000m) (000,000) (bill. kwh) 


Foreign Trade Stock 
Exports Imp. Prices 
(mil. of yen) 


(Aug. ‘46-100) 





1937-38 6.1 3.39 526 27.5 2,950 
1946 : .20 29 
1947 : 55 36 
1948 a, 71 


1. 
1949 3. 82 


1950 
Jan.-June 
July-Dec. 


1951 


Ist Quar. 
2nd Quar. 


26.4 
29.4 
31.7 
36.0 


103 
174 
258 


126 510 


4.4 
5.2 


214 
271 


37.9 
39.8 


644 
994 


5.9 
6.6 


1.44 
1.90 


352 
387 


41.6 
44.5 


1,150 
1,350 


3.250 
(mil. of dol.) 


2,050 
2,400 


increased production costs seem to be 


305 the obstacle here. 


524 
684 
904 


than prewar. Even more vigorous has 
been the expansion of rayon and 
staple fiber output now approaching 
a 400 million Ib. rate, or about 25% 
below the prewar peak. Textiles ac- 


970 
974 





Source: Int. Monetary Fund, U. N. Monthly Stat. Bulletin, and others. 


count for about 50% of the increase 
(Please turn to page 640) 
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particularly since Japan’s future as f 
an exporter may lie in her ability to f 
be the supplier of capital goods to the F 
neighboring Asian countries. Sharply F 


The output of cotton textiles has Ff 
expanded some 65 per cent since Ko- f 
rea, but is still about one-third less f 
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1951 Midyear Re-appraisals of 


Values, Earnings and Dividend Forecasts 


* * 


* 


Prospects and Ratings for Chemicals, Oils, Steels, 
and Tire & Rubber Shares 


Part IV 


hi: he prospect of an end of hostilities in Korea 
and uncertainty as to the impacts of such an event 
on the economy has created a good deal of confusion 
in the minds of many businessmen and investors. 
They wonder whether defense spending, the most 
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dynamic factor in the economy today, will continue 
according to schedule or whether there will be a 
slowdown in the rearmament tempo, or even a re- 
duction in total outlays now contemplated. They 
wonder what may happen to controls, to prices and 
wages, whether current restrictions will be retained, 
relaxed or removed. And of particular importance to 
shareholders, they wonder about taxes—whether the 
stiff House-approved boosts will become law or 
whether final tax increases will be less. 

Despite almost daily reiterations by official spokes- 
men that a cease-fire in Korea will make no differ- 
ence to defense plans, there is widespread conviction 
that in the absence of a shooting war, defense will 
lose steam with resultant profound repercussions. 
Securities and commodity markets have been re- 
flecting this thought. 

To assist our readers in arriving at sound invest- 
ment decisions under the conditions likely to prevail. 
and in realigning their policies with the selectivity 
dictated by varying industry prospects in the months 
ahead, The Magazine of Wall Street in addition to 
its regular coverage of important developments at 
this time presents its Mid-Year Security Re-apprais- 
als and Dividend Forecasts with particular emphasis 
on new trends likely to shape up, including a possible 
temporary dip in business, a halt in inflation and a 
veering towards moderate deflation under the im- 
pact of new trends in consumer buying and mainte- 
nance of relatively large civilian goods production. 

The key to our ratings of investment quality and 
current earnings trends of the individual stocks—the 
last column in the tables pre-eding our comments— 
is as follows: A+, Top Quah »; A, High Grade; B, 
Good; C+, Fair; C, Marginal. The accompanying 
numerals indicate current earnings trends thus: 1— 
Upward; 2—Steady; 3—Downward. For example, 
Al denotes a stock of high grade investment quality 
with an upward earnings trend. 

Stocks marked with a “W” in the tabulation are 
recommended for income return. Issues regarded as 
having above average appreciation potentials are 
denoted by the letter “X.” Purchases for apprecia- 
tion should of course be timed with the trend and 
investment advice presented in the A. T. Miller 
market analysis in every issue of this publication. 
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Fastest growing segment of the 
U. S. economy, the chemical 
industry in war and peace has 
furnished an outstanding ex- 
ample of dynamic American 
enterprise. 


The Fascinating Story of...... 


CHEMISTRY’S PROGRESS 


By STANLEY DEVLIN 


Ble sheer magic the chemist’s research test 
tube has ‘far surpassed Alladin’s fabulous lamp. 
Probably in no other industry have such strides been 
made in the last ten years. From chemical labora- 
tories have emerged many wonder drugs which have 
revolutionized the medical world and a wide variety 
of marvelous textiles which have supplanted silk and 
presented a serious challenge to other natural fibers. 
From the same source also have come a host of syn- 
thetic materials known as plastics to add their beauty 
and color in the kitchen and to reduce manufacturing 
costs of hundreds of consumer goods by making pos- 
sible cheap substitutes for other materials. 

Sales of chemical products have soared in the last 
decade—not merely because of the development of 
new products, but because steady improvement in 
efficiency has kept prices of products at a relatively 
low level and opened more and 
more markets. Synthetic prod- 
ucts steadily have displaced 
items manufactured from natu- 
ral raw materials. It is not un- 
usual for a chemical company to 
obtain half of its volume today 
from products that had not been 
placed on the market ten years 
ago. For a representative group 
of chemical producers it has been 
noted that in the ten years fol- 
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almost 250 per cent. 


industry’s great appeal to 


cal stocks have become in- 
creasingly popular with in- 
stitutional as well as with 


individual investors in the f 
last twenty years. Although F 


as a general rule, companies in this industry have fol- 
lowed a practice of ploughing back earnings into 
research and expansion of facilities, investors have 
been content with moderate dividends. 


considering stock splits and other distributions of 


shares. Moreover, development of new products and — 


promotion of older lines have enabled the representa- 
tive companies to avoid business recessions. Virtual 
immunity to adverse sales trends has been a strong 
investment recommendation. 

To gain a better idea of the fundamental strength 


of the industry it is well for the investor to under- f 
stand a few of the basic characteristics of the in- f 


dustry. In the first place, it is important to realize 
that there are two broad types of chemical produc- 


tion: (1) heavy chemicals derived chiefly from true Ff 
mineral sources such as sulphur, F 
salt and limestone; and (2) or- Ff 


ganic chemicals evolved largely 
by synthetic 


eum derivatives, alcohol, anti- 
biotic drugs, 
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lowing the outbreak of F 
World War II sales gained 


This strong growth trend F 
has largely explained the F 


the investing public. Chemi- § ; 


Over the Ff 
years, of course, dividends have been fairly generous — 


processes from > 
products of animal or vegetable F 
kingdoms. These include petrol- f 





synthetic textile 
fibres, plastics, coal tar products f 
and the like. Generally speaking, Ff 
chemical companies have concen- f 
trated on one or the other of these F 
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major divisions. Growth has been more dynamic in 
the newer and more glamorous synthetic products. 
Hence, stocks of concerns representing this group 
ave attracted greatest attention and scored the 
greatest advances. 
| At the same time, it is becoming apparent that new 
potentialities loom in the field of basic chemicals 
"as a result of recent research and as a consequence 
tof phenomenal growth of synthetic chemicals that 
‘depend for raw material resources on heavy chem- 
‘icals. Sulphuric acid, for example, derived from sul- 
/phur found chiefly near the Gulf of Mexico, is the 
‘most widely used chemical, and is becoming increas- 
‘ingly important as a raw material in production of 
many new items that have come out of the research 
Jaboratory in recent years. Caustic soda and other 
derivatives of soda ash or salt brine, falling in the 


rheavy chemical classification, also are contributing 


to production of detergents, to glass products and to 
synthetic textiles that have experienced rapidly ex- 
panding markets. 


Broad Diversification of Markets 


_ Chemical producers are especially well protected 
against wide fluctuations in operations, because de- 
mand has been stabilized by broad diversification of 
markets. Scarcely any important branch of industrial 
activity requires no chemical products. Curiously 
enough, however, virtually no chemical product goes 
directly to the consumer without being processed to 
some extent. Growth over the longer term has been 
evident chiefly in acetates, coal tar crudes and inter- 
mediates. Many chemicals derived from petroleum 
have enjoyed spectacular gains in recent years. Ex- 
pansion has stemmed from rapidly growing markets 


_ in plastics, fibres, detergents, fluorine derivatives 


and basic chemicals such as acids and alkalies. 
The chemical industry has experienced notable 


quately filled and that some slackening might take 
place. Speedup of armament production provided 
the momentum for another upsurge early in the year 
as plans took shape for stockpiling rubber and other 
strategic materials. In the course of preparing crude 


; and synthetic rubber it was only to be expected that 
_ large quantities of sulphuric acid would be required. 


Virtually all important companies in this group re- 


| porting tax accruals in interim statements show re- 
| Serves set aside to meet maximum excess profits tax 


provisions. On basis of results thus far this year, it 


is expected that sales may show an increase over 
| 1950 of 25 to 30 per cent and that on the average 
| earnings may range as much as 10 to 12 per cent 
; ahead of 1950 results. 

roduc- & 
n true § 


No Conversion Problems 


In the armament program, chemical producers en- 


; joy many of the advantages of the petroleum industry 
; In that products moving into preparedness channels 
» are substantially the same as required for civilian 
| Products. Hence, little change in operations is neces- 
| Sitated by a shift in emphasis to war orders. At the 


Same time, because expansion of facilities is re- 


| quired chiefly for defense program, manufacturers 


are permitted to apply for temporary tax relief in the 
form of accelerated depreciation on new facilities. 
Indications that growing emphasis may be placed 
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on atomic weapons point to ever increasing reliance 
on chemicals in manufacture of munitions. Wide 
variety of chemicals goes into production of bombs, 
flares, smoke screens, etc., demand for which would 
be spurred by renewal of hostilities. Chemicals which 
have felt impact of armament program include 
alcohol, carbon black, sulphuric acid and other chem- 
icals utilized in production of rubber, aviation gas- 
oline and smokeless powder. 

Demand for fertilizers has been sustained at a 
high level this year and no letup is anticipated so 
long as Washington authorities find it advisable to 
encourage abundant food production. Shortages have 
developed 1n some major chemicals required in mix- 
ing plant food, and these developments have imposed 
a temporary handicap. 

In appraising the outlook for representatives of 
the chemical industry it may be helpful to examine 
in some detail several major concerns. To supple- 
ment these remarks we also present a tabulation of 
latest available statistics and pertinent comment for 
about two dozen of the more important producers. Of 
all the concerns here listed, perhaps the most inter- 
esting is Allied Chemical and Dye. This company is 
regarded as a major producer of heavy chemicals— 
alkalies, nitrogen products and coke as well as by- 
products. It is thought that probably 40 per cent 
of domestic output of soda ash normally come from 
this company’s plants and probably 20 per cent of 
the country’s cautic soda output comes from the 
Solvay Process facilities. 


Enlarged Research Activities 


This company is especially interesting because its 
management until recent years has been reluctant 
to divulge any but the barest details of operations 
and investments. In line with modern trends, more 
information now is being supplied to stockholders 
and research activities are being enlarged to take 
advantage of growth potentialities in the company’s 
principal products as well as in new lines that pre- 
viously had not been exploited. This evidence of prog- 
ress encourages prospects for more rapid strides in 
the future. Thus despite sharply increased tax ac- 
cruals, Allied shows promise of attaining earnings 
this year comparing favorably with the $4.65 a share 
of 1950. 
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Position of Leading Chemical Companies | in 





First Half 1951 1950 frc 

Net Net Invest- de 
Sales Net Net Sales Net Net Div. Yield ment ins 
(Millions) Margin Per Share (Mil‘ion)s Margin ‘Per Share 1950 Div. Rating COMMENTS gr 








Air Reduction $ 58.2 64% $1.37 $ 98:0 8.8% $ 3.15 V4 1.409 4.7% B2 Growing demand for indus. the 


xX trial gases, especially in metal Th 
trades, points to good year, 
but higher taxes may hold Ju 
down earnings. Dividend se. f 
cure at $1.40. 19 


i Development of new d- : 
Allied Chem. & Dye i 2.49 408.0 10.1 ' : . ucts $0 supplement hear $6 


al chemicals assures long term du 
progress. Earnings projected of 
at about $5 a share. 


American Agricultural Chemical 51.93 7.7 6.433 44.34 8.6 6.114 6214 ; i a ghee prosperity reflect. 4 
x . ed in good demand for plant rey 








food. Earnings well main. 
tained despite higher taxes, 
Extra lifts dividends to $4.50 
a share. 

American Cyanamid ; ; i i ; 4.62%. 3.7 Success in developing and 
promoting new drug products 
has spurred growth. Stock 
split foreseen coincident with 
new financing for expansion 
of plants. 

Atlas Powder . 0° i i 9 J ‘ y i F Heavier tax burden and some 
slackening in sales may de- 
press earnings slightly below 
1950 level, but outlook re- 
mains favorable. Dividend at 
$2.30 likely. 

Columbian Carbon ... } E : E E i : i Expanding demand for syn- 
thetic rubber in tire industry, 

requiring greater use of 











bon, and growth in petroleum 
are favorable factors. Divi- 
dend at $2.25 seen. 


Commercial Solvents : F x 4 m i : é Increasing emphasis on phar- 
x maceuticals and chemicals re- 
lieving dependence on com- 
mercial alcohol. Earnings re- 
covery raises hope of increase 

in year-end extra dividend. 








Davison Chemical ive B09 BBS A ‘ ; Increase in fertilizer sales 
and growth in silica gel uses 


account for continued sales 
gains. Earnings sustained in 
face of rising taxes. Dividend 
steady at $1.50 

Dow Chemical ... 339.56 12.6 6.126 220.81 ; 5.401 112 2.4019 2.1 A Spurred by armament pro- 
gram, output still expanding 
and long term growth favor- 
able. Earnings at peak tax 
rates may compare well with 
this year. Dividend conserva- 
tive. 


Du Pont 15.2 2.5 6 : /, : : Wide diversification of con- 
WwW 





Per 





sumer industries likely to “a 
sustain sales despite dip in 
textiles. Earninas reduced by 
lower dividend income. Low- 
er year-end payment. 





Freeport Sulphur : i ( p ; 8.46 5.509 4.7 A High level of industrial ac- 
tivity taking all available 
sulphur. Recent discovery 
adds to reserves. Earninos 
well protected. Stock split 

eee ae ee a ee Ee eee —_ - Sere) ; and dividend rise indicated. 

Hercules Powder 110.6 7.0 : ; : 4 : : Demand for explosives and 
specialty chemicals expected 
to be maintained. Modest rise 
in earninos projected _ this 
year. Dividend at $3.30 a 

. =v5 _* ~ : share for year likely. 

Heyden Chemical ‘ i ‘ i q ; i ' Recovery in demand for peni- 
cillin and streptomycin, in- 
cident to hostilities, boosted 
prices and aided marains, in- 
dicating earnings gain. Divi- 

(ee as ee? ez. 2 . Se ee __ _— dend secure. 

Hooker Electrochemical ; : : 27.42 13.9 3.842 65 : ] Expanding market for heavy 
chemicals contributes to ris- 
ing output and improving 
profit marains. Higher earn- 
ings projected. Dividend on 

$2 rate secure. 

















Vie 





International Minerals & Chem. 66.23 9.8 06° 4! g 3.404 345% 1.609 4.6 C+ Progress in diversification of Virg 
chemical products reducing 
dependence on fertilizer. 
Pharmaceuticals promisina. 
Earnings assure steady $1.60 
dividend. 





1—Year ended May 31, 1950. 68—Year ended May 31, 1951. 
2—Year ended November 30, 1950. 7—Quarter ended March 31, 1951. 
3—Year ended June 30, 1951. 8_1951 rate. 

4—Year ended June 30, 1950. 91951 rate. 

5—Estimated by Company for year ending June 30, 1951. 101951 rate, plus stock. 
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Representing a segment of the industry engaged 
in production of plant foods, American Agricultural 
Chemicals has experienced a heartening recovery 
from the depressed period of the mid-1930’s. Political 
developments contributing to prosperity of the farm- 
ing population accounted in no small measure for 
greatly increasing consumption of fertilizers. For 
the same reason, the outlook remains reassuring. 
This company boosted sales for the fiscal year ended 
June 30 to almost $52 million from $44.4 million in 
1950 and increased net profit to $6.43 a share from 
$6.11 a share in the previous year. This progress in- 
duced management to maintain dividends at the rate 
of $4.50 a share annually. 

American Cyanamid generally is classified as a 
representative of the chemical industry, although its 
operations are so widely diversified that it is difficult 
tosay whether it belongs in this industry or in phar- 
maceuticals. Drug products have become increasingly 
important in the last few years with the result that 
earnings have climbed phenomenally. Necessity for 
expansion of facilities to fulfill demands stemming 


Position of Leading Chemical Companies (Continued) 


from armament production has imposed a strain on 
finances. Management is believed to be considering 
arrangements for financing construction of addi- 
tional facilities in the South. In adjusting capitaliza- 
tion for such a contingency, steps may be taken to 
split the common on a 3-for-1 basis. Thereafter it 
would be reasonable to look for dividends more in 
line with greatly enlarged earning power. 

Commercial Solvents is another one-time prosaic 
chemical producer that has devoted attention to de- 
velopment of more profitable end products. Concen- 
tration on penicillin and a newly discovered synthetic 
blood extender should strengthen this company’s 
position in pharmaceuticals. Improvement in mar- 
gins on regular lines and expansion in sales resulting 
from higher industrial activity and slackening in 
competition in penicillin account for recovery in 
earnings this year. This showing encourages hope 
of restoration of the $1.50 annual dividend rate that 
had prevailed through most of 1950. 

Freeport and Texas Gulf Sulphur deserve mention 
as the leading producers (Please turn to page 634) 





ee 
Net Net 
Sales Net Net Sales 

(Millions) Margin Per Share (Millions) 


ee ee 


Margin 


Invest- 
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Rating 


Net Recent Yield 


Per Share Price Div. COMMENTS 





Mathieson Chemical 48.0 145 2.06 787 





Monsanto Chemical... Fi - 


Pennsylvania Salt Mfg. 


11.8 


15 


Benefit of broadening in prod- 
ucts evident in expanding 
sales and earnings. Net like- 
ly to be higher this year in 
spite of tax rise. Dividend of 
$1.60 safe. 

Increase in sales projected, 
but gain may be slower than 
in 1950 and earnings may 
dip, especially on share basis. 
Extra may boost $2.50 divi- 
dend rate. 

Broad diversification of in- 
dustrial chemicals from salt 
stabilizes net profits. Growth 
still evident. Earnings and 
dividend near 1950 figures. 


3.32 46% 3.4 BI 


5.37. 98% 

















n of con- 
likely to 
te dip in 
duced by 
yme. Low- 
it. 
istrial ac- 
available 
discovery 
Earninos 
‘ock = split 
indicated. 
sives and 
expected 
\odest rise 
cted this 
$3.30 o 
y. 
| for peni- 
nycin, in- 
, boosted 
arains, in- 
ain. Divi- 


for heavy 
es to ris- 
improving 
her earn- 
ridend on 


ication of 

reducing 
ertilizer. 
omisina. 


ady $1.60 











Rohm & Haas 


Growth factor still strong, in- 
dicating rise in earnings de- 
spite higher taxes. Record 
earnings indicated for 1951, 
but dividend policy is con- 
servative. 





Texas Gulf Sulphur 16.0% 38.2 
Ww 


Union Carbide & Carbon 
X 


Dominant factor in sulphur, 
expects to bolster position 
next year with larger output. 
Earnings stabilizing near 1950 
level. Dividend policy is lib- 
eral. 








Increased industrial activity 
accounting for larger volume 
and improved profit margins. 
Earnings indicated near 1950 
total. Year-end extra antici- 
pated. 











United Carbon . 


Victor Chemical ...... 





Virginia-Carolina Chemical... 50.8% 5.9 





Promising growth in natural 
gas, which accounted for 
50% earnings, and strong 
position in carbon .black fa- 
vorable factors. Good mar- 
gin for $2.50 dividend. 
Sales and earnings expected 
to compare favorably with 
1950 totals despite sale of 
subsidiary. Product demand 
growing. Dividend of $1 on 
split stock protected. 


C-- Agricultural prosperity favor- 
‘able for near term and 
growth in textile chemicals 
promising. Gradual reduction 
in preferred dividend appears 
indicated. 


1.12% 37 862 





1_Year ended May 31, 1950. 

°—Yeer ended November 30, 1950. 

°—Year ended June 30, 1951. 

4—_Year ended June 30, 1950. 

°—Estimated by Company for year ending June 30, 1951. 
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6_Year ended May 31, 1951. 
7—Quarter ended March 31, 1951. 
S8—9 months ended March 31, 1951. 
9_1951 rate. 

10195] rate, plus stock. 
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S tiutated by the rising demand for oil prod- 
ucts in nearly every country, activity in every branch 
of this industry has reached new all-time peaks. The 
main emphasis is essentially on finding and devel- 
oping new sources of supply, and the driller’s rig 
is now seen in almost every corner of every continent 
—on the desert where Arabs roam; on the shores of 
seas and oceans, sometimes miles off the shoreline; 
on plains, where peaceful farms once stood; on 
former cattle ranges, and even on mountain sides. 

What causes this enormous display of enterprise, 
and the expenditure of gigantic sums in the search 
for oil? Two reasons may be offered as potent causes 
of this development: one is the steady increase of 
industrialization in practically all parts of the world 
with its resultant rise in the need for all forms of oil 
products. And the second is the impact of the Korean 
war which served notice that in any future war, ac- 
cess to oil producing lands is a vital necessity. 

It is plain that the first factor cited will continue 
indefinitely and with it a further rise in oil demand. 
Regardless of any possibility of war, all nations will 
require larger and larger supplies of oil. For that 
reason, oil prospecting on a very big scale may be 
expected for many years, and with it the active de- 
velopment of these properties as 
new discoveries are made. 

The second element, the possi- 
bility of global war, is already a 
distinct factor in that, for strategic 
reasons, nations are making prep- 
arations to secure for themselves 
ready access to safe sources of sup- 
plv, in the event they should be cut 
off from other sources by war. It 
is for this reason that American 
companies are now deeply con- 
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By GEORGE L. MERTON 
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cerned with the necessity of increasing oil supplia 
in Canada, Venezuela and other South America 
countries and, indeed, are strenuously increasiny 


their production in the United States, for the’ possi} 
bility exists that this nation and its friends may som} 


day be cut off from its Middle East supplies. 
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| 
Atlantic R 
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Cities Ser 


The ugly situation in Iran illustrates the point thi} 


we cannot rely entirely on the Middle East supplie 
Should Iranian supplies be withheld for any length 


a 
|Continent. 


of time, the effect on American reserves would bi} 


automatic and pronounced. We would then have ti 


make up the 300,000 barrels a day which Westen 





Creole Pe 


Europe now receives from Iran, and our reserve 


capacity would drop to a meager 139,000 barrel 
daily. Reserves are now down to 439,000 barrel 
against 1,113,000 barrels last year which, in¢ 
dentally, indicates the narrow margin in this coup 
try between supply and demand, despite the steaty 
increase in production due to new fields and i 
creased utilization of old ones. 

Drilling activities on a large field in Canada andth 
newer fields of the United States preceded both th 
Korean war and the Iranian impasse but both thes 


situations coming simultaneously have caused inten} 


sification of oil exploration. At the present, the gre 
est exploration effort in the history of the industy 
is under way and this will continue regardless of th 
outcome of negotiations at Teheran. Despite intens: 
fied drilling efforts in the United States since th 
end of World War II, the industry is planning to dri 
more new wells in the second half of the year tha 
in the first half. It is estimated that about 44,0 
new wells will have been dug by the end of th 
year, and that the last half of the year will accoul 
for 24,000 of them. 

Drilling activity is most intense in several ne 
areas new being opened up. The most important ( 
these in the United States is the Williston Basi 
comprising almost 76,00 squal 
miles and located in the weste 
half of North Dakota, eastern Mot 
tana, the northern part of Soul 
Dakota and southeastern Saskate! 
ewan. Among the companies actil 
in this field, Amerada has bee 
leading since 1946 with its geolofi 
cal _and_ geophysical oper ation 
Shell Oil has also brought in a we 
in Montana but, as a matter of fat 
almost all the leading compaii 
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we proceeding rapidly in tnis district. 


sthese new developments are the well-known dis- is not in sight. 


here in the Western Hemisphere there has been for oil products rose 













intensification of activities in Venezuela and efforts 
“Another important development is in the Unitah are being made to encourage the Mexican govern- 
Mssin of eastern Utah where four pools have been ment to increase new drilling and development. 

sovered so far. Continental Oil, jointly with Car- All this shows the very great extent of activity in 
x Oil, a Standard Oil of New Jersey subsidiary, the oil industry, especially with regard to explora- 
as completed a well in this new field. Other new tion. It goes without saying that this has enormously 
tlds are in the San Juan Basin of New Mexico, and, increased capital expenditures. In the five years 
specially the so-called Sprawberry Trend in West ended 1950, capital outlay for the domestic oil indus- 
bxas. This latter field is held to be among the most’ try was $12.3 billions and by the end of this year will 
mportant new discoveries in recent years. Added have amounted to over $14 billions, and still the end 


weries in British Columbia and Calgary. Else- In 1950, combined civilian and military demand 


(Please turn to page 636) 
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Statistical Data on Leading Oil Companies 
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————First Half 1951 ——--— — 1950 —-. — ——_ 
Net Net Invest- 
Sales Net Net Sales Net Net Reent Div. Div. ment 
(Millions) Margin Per Share (Millions) Margin Per Share _— Price 1950 Yield Rating COMMENTS 
Amerada Petroleum $33.4 240% $254 $576 268% $488 124 $ 3.00 2.4% B2 Company rapidly developing 
| large crude reserves. Also new 
exploration going ahead. Further 
=, ~ likely and $3 
ivide be lemented. 
ipl \iontic Refining... 2698 7.6 560. 4779 85 10.90 75% 4.00! 5.3 Sa Saved Weecaee br conic, oo 
er cal} a 5 this year’s total should exceed 
am || 1950. Yield attractive for semi- 
€asint iW investment issue. Company 
i) strengening position in new drill- 
possi | ing and petro-chemicals. 

V SOME ———— a y natural 
\Cities Service Co. . 413.1 7.9 8.41 693.3 8.1 14.58 113 5.00 4.4 B1 large reserves of natural gas a 
| feature; also heavv drilling pro- 
| gram. Company should exceed 
nt that | pin A gp Stock dividend a 
Lies, 2 possi ility, in addition to extra. 
PP \Continental Oil....... 185.4 11.8 2.27 348.0 12.2 4.36 56% 2.401 4.2 B2 Active development program pro- 
length | vides greater crude output and 

ld i, | improves refinery capacity. Gain 
u | this year will probably be held 
ave ti o—- Be -. expenditures for 
| plant. Dividend secure. 

ester Creole Petroleum ....... 512.6 32.6 6.45 78 5.251 67 B1 largest producer of Venezuelan 
‘eSerTe crude. 94% owned by Standard 
Oil ow New Jersey. Conditions 
Jarre | in — bv and gp 
f Iran, wi ave imporant effect 
parrel | on company. Increase in divi- 
P inti : _ dends expected. 
: coun \Gulf Oil 696.4 o 2.79 1,150.0 9.6 4.90 50 2.00! 4.0 B1 Company should increase earn- 
, | ings over 1950 (stock split two- 
steady for a. Is omane the os re 
a producers an as importan 
nd Ih holdings in Venezuela and Mid- 
| die East. Stock in semi-invest- 
| ment category. 
1nd the Houston Oil... 124 * 98:1 3.17 19.4 3.0 5.38 695% 2.50 3.5 C-++1 Active development of crude and 
th the | natural gas Lari op in- 
/ crease in earninas. Dividend may 
h thest | be supplemented by extra. 

° Humbl i ; ‘ 19.. i 4 : ; i 3 Owns largest crude reserves of 
inten | umble Oil & Refining 461.5 3 4.97 793 16.3 7.20 127 4.00 x A Bl pos Stondard Oil unit eoakens 
' , | shou be considerably above 

great | 1950. Stock at high level and is 
dust | discounting excellent long-range 

of the | prospects. 
! ‘Ml lion Oil ~ 42. } 2.45 19 j 9 42 001 E —3 Earnings may not match those of 
ntensi_| ” , ’ aid — 2% —_ — 1950, but chemical division pro- 
, i tisfactory asis. 
1ce the Shiai didiiind eaates Dividend of 
to drill $2 covered by aood margin. 
yr thal Mid-Continent Pet. toe 8 VE 4.83 136.6 11.4 8.43 65 3.50! 5.3 BI pate ay Fe ap —e a 
ite y steady development o 
44,00 crude reserves. Refinery modern- 
’ ized and marketina facilities im- 
of thi wearer, Earnings ong ag a 
equal 1950. Increase in dividen 
Lccoull a ee probable. a 
Ohio Oil , MOSS “19:1 3.01 192.3 19.4 5.69 52% 3.001 5.7 B2 lona-term orospects from crude 
‘ ] nev and naturol gas production have 
a t improved markedly. Earninas 
tant 0 somewhat larger than in 1950 
' expected. Dividends in excess of 
Basil i year’s $2.70 a share prob- 
ble 
squalt as ee ee = 
vesterig|tillips Petroleum 287.1 11.1 2.46 532.9 9.6 4.23 4856 2.30! 4.7 B1 Largest producer of natural gaso- 
S line, tte aed ones ne 
ii and synthetic rubber. Crude oil 
n Mo and natural gas reserves large. 
Soutl Higher earnings in prospect. 
sk tch Stock recently split two-for-one 
S) “ti _ somewhat higher dividend 
s actil —_ #: likely. _ : 
~ heel Pymouth Oil ............ 47.1 10.3 2.03 72.9 11.7 3.50 34% 1.301 3.7 C1 Well-rounded medium-sized com- 
5 7 pany. Production of crude _in- 
reolog creased though company is still a 
are buyer of crude on balance. Gain 
ration in earnings likely. Dividend well 
“ol d 
1a we covered. 
NORE 3 RR RPE I RSE CREE memes seni Sa: seme 
of fat 
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Statistical Data on Leading Oil Companies (Continued ) 





First Half 1951 1950 
Net Net 
Sales Net Net Sales Net Net Reent Div. Div. 
(Millions) Margin Per Share (Millions) Margin Per Share _— Price 1950 ~—s Yield 





COMMENTS 








3.53 299.8 10.1 7.06 547% 2.00 3.6 


Company in midst of large ex. 
pansion program. Has good 
crude oil reserves and is expand. 
‘ng refinery construction. Earnings’ 
should approximate those of 
1950. Dividends quite conserva. 
tive. 





Richfield Oil 


Company is pursuing aggressive 
development program and dis. 
covery of two important fields in 
California hold promise. Substan. 
tial increase in profits expected 
in 1951. An increase in dividends 
possible. 





Seaboard Oil 


Company about one third owned | 
by Texas Co. Has_ important 
interests in new oil fields of 
Western Canada as well as Cali- 
fornia and mid-continent. Earn. 
ings should continue to increase 
this year and hiaher dividend) 
likely. 





Shell Oil 


Well-integrated concern; among 
the leaders. Accounting practice 
normally understates earnings, 
Drilling campaign very extensive | 
and dividends may be held to 
present despite large earnings. 





Sinclair Oil 


Company faces necessity of in- 
creasing crude oil production, 
and is essentially a refiner. Earn- 
ings satisfactory and good yield 
offered at present prices. 





Skelly Oil 


Consistent growth of company's 
facilities, especially in natural) 
gas, a feature. Large undevel- 
oped acreage. Manufacturing fo- 
cilities modernized. Earnings 
should approximate 1950. Divi-| 
dend secure. | 





Socony Vacuum .......... Fe ‘ 1,367.1 


Large increase in domestic and| 
foreign crude reserves; important 
holdings of naotural gas proper-| 
ties. Steady gain in earnings and 
higher dividend indicated. | 





Stondard Oil of Calif... f 804.3 18.7 


—— | 
Largest West Coast factor, and 
operations on world-wide scale, 
New developments in Texas im- 
portant. Increase in earnings} 
expected and higher dividend] 
on split-up stock possible. | 





Standard Oil of Ind. : 1,302.9 


Company’s present emphasis on| 
expanding crude __ production. 
Leading refiner and marketer in 
Middle West. Substantial increase 
in earnings for 1951. Dividend 
can easily be increased in cash 


or Standard Oil (N.J.) stock, 





Standard Oil of N. J. 


One of the dominant oil com- 
panies of the world. Its import 
ant subsidiaries very large con- 
tributors to income. Substantial 
increase in 1951 earnings ex: 
pected. Good return on_ high 
quality stock. 





Standard Oil of Ohio.... 


Improvement in crude oil posi- 
tion; refinery and marketing fo-| 
cilities broadened. Company may | 
not quite equal 1950 earnings 
but dividend well covered. 





Sun Oil 


One of the soundest in the oil 
group; earnings supplemented by} 
important ship-building opera- 
tions. Good gain in 1951 earn- 
ings anticipated. Pays small cash 
dividends but supplements these} 
by stock dividends. 





Texas Company 


One of the largest companies in 
the world. Has extensive crude 
oil reserves. Expansion in new 
facilities an important long-range 
consideration. Earnings will 

above 1950 but dividend increase 
not expected on split-up shares. 





Tidewater Associated 


Crude output not fully adequate 
but increasing. Well-integrated 
company with important interests 
on West Coast. Earnings will 
about the same as 1950. Dividend 
well covered. 





Union Oil of Calif. 


Second largest factor on Well 
Coast. New properties purchased] 
will increase the supply of high} 
grade oil. Sharp increase in earn-| 
ings for 1951, and higher divi- 
dend could be paid. 1 





1_Indicated 1951 rate. 2_1951 rate, plus stock. 3—1950 rate, plus stock. 
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By H. F. TRAVIS 


icie have been few periods in the history of 
the steel industry when operations have been main- 
tained for a relatively long span of time at or close 
to capacity. Usually these were associated with the 
demands of war. The boom years that followed 
World War II were the first instance when this 
ocurred under strictly peace conditions. Even in 
the highly prosperous 1920s, steel output was sig- 
nificantly below capacity. 

Not surprisingly, the postwar boom in steel carried 
right over into the current semi-war economy. Steel 
output since the Korean outbreak has been roaring 
along at top levels, reflecting continued strong de- 
mand from civilian durable goods manufacturers, the 
stepped-up private capital investment in plant and 
equipment, and steadily rising requirements of de- 
fense and defense-supporting industries. 

Thus in the first seven months of this year, raw 
steel production came to about 61.2 million net tons, 
equivalent to an annual rate of 105 million tons. 
With industry capacity at the year’s start at 104.2 
million tons, the production rate averaged better 
than 100%. 

For an indefinite period ahead, demand is obvi- 
ously no problem. The main trouble will be adequate 
supply, despite vigorous capacity expansion. And 
steel expansion has already come a long way. Be- 
tween 1940 and 1950, ingot capacity was raised by 
125 million tons or 15%. Between mid-1950 and 
Iid-1953, on basis of projected further expansion, 
the increase is expected to amount to 17.4 million 
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tons or another 17%. Un- 
der this program, ingot 
capacity should reach 109 
million tons by the end of 
this year, and 118 million 
tons by mid-1953. In 
terms of capital outlays, 
this means that the in- 
dustry will spend over $2 
billion within the next 
two years, and about $1.2 
billion in the current 
year alone. 

The need for further 
expansion, as well as the 
urgency behind this step, 
is obvious. Government 
planners feel that it is 
vital for the industry to 
reach the maximum ex- 
pansion goal as quickly as 
possible not only to sat- 
isfy mounting military 
requirements without de- 
lay but to make it pos- 
sible to maintain the ci- 
vilian economy at a high 
level and with a mini- 
mum of dislocation. It is 
realized that any serious 
shortages in civilian 
goods cannot but have an 
inflationary effect, and 
prevention of this is im- 

portant in the interest of economic stability. Mean- 
while resort to allocations has been the only answer 
to the problem. 

Under the Controlled Materials Plan, consumers of 
finished steel have been divided into three classes: 
1) Military, 2) defense-supporting, and 3) all others. 
Of last year’s 73 million ton production of finished 
steel, the military needed only one million tons, de- 
fense-suporting industries accounted for 17 million, 
and all others for 55 million tons. This year it is 
expected that the military’s “bite” into available 
‘and larger’ finished steel supplies will increase to 7 
million tons, out of an expected supply of finished 
steel totaling 80 million tons, and defense-supporting 
industries will receive 22 million tons. In 1952, the 
finished steel supply is estimated to reach about 83 
million tons and the military would receive 12 mil- 
lion tons, defense-supporting industries 21 million 
tons end all others 50 million tons. For 1953, the 
year in which steel capacity is scheduled to reach its 
peak, finished steel supplies are estimated at 88 
million tons of which the military would receive 12 
million tons, defense-supporting industries 21 mil- 
lion tons and all others 55 imillion tons. 


Steel Shortage in Consumer Lines 


This indicates that the steel industry faces de- 
mand of almost unbounded proportions and hence 
increasing sales, reflecting the progress of the ex- 
pansion program. It could almost be said that it 
makes no difference how steel is allocated just as . 
long as it’s sold—but the problem is much deeper than 
that! During the capacity build-up period, the con- 
sumer goods industries, not falling into the defense- 
supporting categories, are going to be progressively 
shorter of steel supplies with which to meet the de- 








Position of Leading Steel and Iron Companies 





First Half 1951 ——— 1950 





Net 
Net Sales Net 
Per Share (Millions) Margin 


Net 
Sales Net 
(Millions) Margin 


Net Recent 
Per Share Price 


Div. 
1950 


Div. 
Yield 


Invest- 
ment 
Rating 


COMMENTS 





ee ee a eee ee 


$448 9.4% $2.14 $687 99% $3.46 31% 


$ 2.257 


7.1% 


BI 


Earnings will reflect an increasing volume 
of military orders for strapping bands, 
loading bands and special military tool 
kits, probably boosting 1951 profits above 
1950's. The $0.50 quarterly dividend is 
expected to be continued. 





Allegheny Ludlum Steel . 


3.83 177.4 5.5 


7.07 45'2 


2.50 


Despite higher taxes, a gain over last 
year’s earnings is expected for this spe. 
cialized high alloy steel producer. The $30) 
million expansion program requirements is| 
not expected to interfere with continuance | 
of the $0.50 quarterly dividend and | 
year-end extra is possible. | 





Armco Steel . 


3.93 439.2 10.7 11.66 42 


Prospects for this low-cost producer remain| 
promising despite restrictions in the build. 
ing trade, an important customer. How.) 
ever, additional outstanding shares and! 
higher taxes may lower profits under last! 
year’s. Dividends at about $3 per share! 
are expected. | 





Bethlehem Steel ..... 
xX 


474 1.439.8 12.15 53 


4.007 


Company will benefit from continued high.| 
level defense program but earnings will! 
hardly match last year’s because of tax| 
impacts. However, good coverage is an-| 
ticipated for the $4 per share annual| 
dividend. 





BIE) MAIS. ncpcncsecesscsseue , 


4.334 20.6! (d) .071 25% 





Carpenter Steel 


7.2319 25.92 


2.007 


This largest domestic producer of wrought 
iron reflects an improved demand for its 
products and 1951 earnings may top $5.00 
per share slightly. The $0.50 quarterly 
dividend will probably be continued. 





7.342 53% 3.008 


A maker of high speed and stainless steels, 
the compony will probably record peak 
sales, thereby improving substantially on 
prior-year results. Dividends will most 
likely duplicate 1950’s $3 per share plus/ 
stock. | 








Colorado Fuel & Iron 


5.06> 112.62 


2.642 22% 


2.128 


Profits will reflect high railroad demand! 
plus acquisition of Worth Steel, and cur-| 
rent fiscal year earnings may top the $5.06/ 
(preliminary) reported for the June 30,/ 
1951 year. Dividends of $0.37/2 quarterly | 
plus extras may continue to be expected. 





i Continental Steel ... 


Sales and earnings will continue to benefi| 
from plant expansion programs but earn-| 
ings may not match last year’s. Regular! 
$0.35 quarterly dividend secure but size of 
extras in doubt. 





Crucible Steel... ................ 


Company will reap benefit of the $49 
million expansion program, indicating sub- 
stantial gains this year. With expansion 
cash needs nearly out of the way cash 
dividends in addition to the 2% quarterly 
stock dividend are a distinct possibility. _ 





Follansbee Steel 


2.007 


Outlook moderately attractive with sales 
and earnings showing distinct gains. Divi- 
dends in excess of 1950's $1.50 per share 
seem probable. 





Granite City Steel................ 


25/2 


2.207 


Company will benefit from increasing in- 
dustrialization of the serviced area, point- 
ing to fairly substantial sales and earn- 
ings. The $0.55 quarterly dividend should 
be continued. 





Inland Steel 
x 


Earnings of this substantially expanded] 
company may top 1950's $7.76 per share 
slightly, this year. Dividends will probably 
duplicate 1950’s disbursement of $3.50 
per share. 





Interlake Iron...................0. 


Earnings of this largest merchant iron 
producer should apvroximote the 1950 
results of $2.94 per share. 1950's dividend 
of $1.50 per share may again be dupli- 
cated this year. 





Jones & Laughlin Steel 


7.36 25 


1.807 


Broader product diversification assures 
this fourth largest steel-maker of profits 
relatively close though not fully matching 
1950 results. The $0.45 quarterly dividend 
payment is secure. 





Keystone Steel & Wire....... 


3.875 66.32 4.532 22% 


2.05 


Earnings should continue around current 
levels despite higher taxes and the quar- 
terly dividend rate will probably again 
be supplemented by extras. 





SMMCRSINE SORDID ost vavacvesnnnsss : 


10.666 52.93 6.043 43 


3.007 


This steel plate producer and fabricator 
will more than double last fiscal year's 
results of $6.04 ner share and dividends 
of no less than $3 are indicated. i 





National Steel 


X 


3.71 537.0 7.88 49% 


3.007 


A low-cost, completely integrated steel 
producer, earnings approximating _ last 
year’s $7.88 per share are expected. The 
$0.75 quarterly dividend could be supple- 
mented with an extra. 





Republic Steel 


439 881.7 7.2 10.53 41% 


4.25 


Earnings of this third laraest domestic 
steel producer are expected to decline 
somewhat from last year but the current 





quarterly dividend rate of $0.75 per share 
is secure. 





Sharon Steel 


5.46 135.4 68 10.03 43% 


3.758 


This alloy and stainless steel specialist 
may top 1950's profit results of $10.03 per 
share by a moderate margin. The 

quarterly dividend should be continued. 
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mands of their civilian markets. 

Naturally, on the theory that it’s the “squeeky 
wheel which receives the oil’, they’re going to protest 
long and loud. Statements out of Detroit to the effect 
that the automobile industry will have to shut down 
completely if it doesn’t receive enough steel to main- 
tain its operations, are merely the first indications 
of the sort of response CMP allocations are going to 
inspire. Anything like a complete shut-down is of 
course not in the cards. Auto production, while con- 
siderably lower, is apt to continue fairly substantial. 


Fourth Quarter Allocations Lower 


But to satisfy everybody, considerable juggling of 


| allocations may be required, often with strange re- 
) sults. The steel industry also requires a goodly 
' amount of steel for its own expansion and, surpris- 


ingly enough, NPA has reduced the steel industry’s 


' own allocations by 42.5 per cent in this year’s fourth 
| quarter. The cut is down to 217,000 tons for this 
» year’s final quarter from a requested 377,000 tons. 
' Industry spokesmen say that this will impair the 
| industry’s entire expansion program, and that some 
' individual steel company construction programs may 
' very well have to be cut as much as 25 to 50 per cent. 


Obviously, the reduced fourth quarter allocations 


| may mean that there will be less steel making capa- 
: city at the close of 1951 than had been anticipated 
» and that the balance between demand and supply for 
' steel will be delayed accordingly. 


The steel-makers also face a very tight scrap sup- 


| ply situation and must further cope with a dwindling 
' domestic ore supply. Privately, some Government 
. officials have indicated their doubts that even enough 
' scrap is available for the industry to reach its maxi- 
' mum expansion goal. They express the dim view 


that there is only enough scrap in the country to 


F support a 109-111 million ton production level but 
' industry is cutting corners by “scratching” at its 
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own slag piles for scrap and even campaigning for 
collections on farms. The other problem besetting 
steelmen is the depletion of high grade domestic ore 
supplies. This has forced them to turn increasingly 
to poorer quality ores and also to tap foreign sources 
of ore extensively. 

Last year, the industry imported 9.2 million net 
tons of iron ore from 15 countries. It was the largest 
amount ever imported. Labrador and Venezuela are 
most promising as sources for large scale iron ore 
production and important work is also progressing 
on newly-prospected deposits in Africa, Chile and 
Canada. In 1950 the largest foreign ore suppliers 
were Chile, Sweden and CanadasNewfoundland, in 
that order, but the largest increases in imports were 
registered by Brazil, British West Africa, Algeria 
and Mexico. (Please turn to page 630) 
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Position of Leading Steel and Iron Companies (Continued ) 








First Half 1951 ——— 1950 
Net Net 
Sales Net Net Sales Net 
(Millions) Margin Per Share (Millions) Margin 


Invest- 


Net Recent Div. Div. ment 
Per Share Price 1950 = Yield 


Rating COMMENTS 





Sloss-Sheffield Steel & Iron. _.... paae 3.05 30.7. 12.7 


7.87 34% 3.00 8.7 


C+2 Full-year profits may approximate last 

, year’s $7.87 per share. Current year divi- 

dends payable $0.75 per share quarterly 

and totaling $3.00 have already been 
declared. 





Superior Steel 


Producer of stainless, carbon and alloy 
strip steel 1951 net may exceed last year’s 
by substantial margin, raising possibility 
of higher dividends. 





U. S. Pipe & Foundry 
X 


Largest domestic producer of cast iron 
pressure pipe. Net profits should at least 
match last year’s. Four quarterly dividends 
of $0.75 have already been declared. 





U. S. Steel i ; 3.61 2,946.5 


X 


Largest domestic steel producer. Current- 
year profits per share are expected to ap- 
proximate 1950’s earnings of $7.29 per 
share. Dividends may range around $3.50 
per share. 





Wheeling Steel : : 6.24 184.8 
xX 


Highly leveraged situation. Earnings are 
expected to exceed last year’s and divi- 
dends totaling about $3.00 per share are 
anticipated. Extra possible. 





Woodward Iron 


Second largest merchant pig iron pro- 
ducer, earnings are expected to top 1950's 
moderately and dividends duplicating 
1950’s $4.00 per share disbursement ex- 
pected. 





Youngstown Sheet & Tube.. 245.5 . 5.28 403.9 10.0 
X 


A completely integrated steel company. 
Earnings may approach last year’s and 
dividends of about $3.50 per share may 
be looked for. 





(d)—Deficit. 
1_Year ended Sept. 30, 1950. 
2—Year ended June 30, 1950. 
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9—Paid or declared 6% in stock thus far in 1951; none paid in 1950. 
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3—Year ended October 28, 1950. 
4_9 months ended June 30, 1951. 
5—Year ended June 30, 1951. 


10_9 months ended March 31, 1951. 


6_36 weeks ended July 7, 1951. 
7_Indicated 1951. 
8—Plus Stock. 


























. - - - Another Look at.... 


The RUBBERS 


world buying until the price hits the newly-raised vi 


By RICHARD 
COLSTON 


7. well into 


the second half of 
the year, the rub- 
ber companies are 
continuing the 
trend established 
in the first half 
and during the 
latter part of 
1950, and will 
probably break all 
records for sales, 
and, quite likely, 
for profits. While 
the enormous price boosts of crude rubber after 
Korea and during the early part of this year had a 
preponderant effect in raising dollar value of sales, 
the industry has now settled down to a more normal 
condition and this healthier aspect is being trans- 
lated into a condition of greater stability. 

Two elements contribute to creating a sounder 
basis for earnings. One is the fact that the govern- 
ment is no longer pursuing a bull-in-the-china shop 
price policy in the world market for rubber, and the 
second, is the steady progress of the industry in the 
development of its synthetic product and the con- 
stant development of the chemical side of the in- 
dustry. ; 

When the government ploughed $750 millions into 
the building of synthetic rubber plants during the 
last war, the industry hoped that the price of natural 
rubber could be better regulated since the new 
product offered strong competition. However, the 
Korean war doomed this hope and the rush for rub- 
ber brought the price up some 40%. Now, however, 
the government has cut its bid price in the world 
rubber market and it is down to about fifty cents a 
pound against a price of well over $1 a few months 
ago. This seems a stable level though there are un- 
substantiated reports that with further easement in 
the supply situation, the government may cut its 
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synthetic rubber level of about 26 cents a pound but & 
this is a considerable distance off. At any rate, the  ; 
cut in prices already effected will save U. S. rubber f 
buyers some $40 millions quarterly. Since a 66 cent P 
price has been in effect since last December, how- — 
ever, some inventory losses can be anticipated on the F 


basis of the present 50 cent price. 


The government’s policy in respect to rubber F 
prices has definite profit implications so far as the f 
rubber firms are concerned. The R.F.C. owns the syn. 
thetic rubber facilities and sells this product to the F 
industry at 26 cents per pound. Natural rubber is fF 
handled by the government through its General Serv- F 
ices Division, which is the sole U. S. buyer of raw — 
rubber in the world market. The GSA, in turn, sells f 
natural rubber sparingly to domestic manufacturers. — 
Until recently, GSA sold rubber to the domestic in- f 
dustry at 66 cents per pound in an effort to recoup F 
some of the losses it had incurred during the high- F 
cost buying era, but is now selling the commodity at F 
52 cents. These new controls may have a limiting f 


influence on that part of profits based on the recent 


inflation in the rubber market. However, new stabil- 


ity in the price structure will offer its compensation 


which, in addition to the generally high level of oper- ! 


ations which will be sustained indefinitely, gives a 
strong base to the industry. 


The unprecedented 1950 demand for rubber, in the F 
face of spiraling prices, was the result of record ; 


automotive demand, a factor which normally ac 
counts for about two-thirds of the rubber companies’ 


production, plus the aggressive Government stock- f 


piling program, which is designed to keep a five-year 
forward demand stockpile on hand at all times. At this 


moment however, the public isn’t rushing to the auto- F 
mobile show rooms to buy cars and demand on rubber 
supplies is softening, while the Government appar- 


ently feels that the end of its stockpiling needs is 


coming within sight. Some quarters expect that car f 
makers will produce only four million cars in 1952 F 
which would cut their rubber needs in about half F 


compared to the eight million car needs of 1950. 


Improved World Rubber Supply 


The improvement in the market price structure of 
the rubber fabricators’ raw material is the direct F 
result of an improving world supply. For the 12 f 


months ended last June 30, crude rubber owtput was 


the highest ever attained, totaling 1,977,500 tons and F 
estimates are that world production will top the 2 F 
million ton mark, thus surpassing 1950’s all-time f 
record output of 1,850,000 long tons. This record 
world output naturally tends to reduce crude rubber f 
prices but there is an additional factor at work in f 


this direction. During the first half of this year 
610,941 long tons of rubber were used in this country 
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put synthetic rubber accounted for 61 percent of this 


amount, reflecting the gradually increasing impact. 


of reopening the synthetic rubber plants. 

The production of the synthetic rubber plants kept 
rubber prices around $0.20 per pound during World 
War II, but the Government closed down this capacity 
in the post-war period, principally to help Britain. 
The growing of rubber is an important industry to 
the Commonwealth and in order to help the Empire 
earn dollars for trade with the U.S., the Government 
removed the synthetic production potential from the 
market. However, when the Korean war broke, the 
Government started to stockpile at a frantic rate, 
domestic users were squeezed from their own indi- 


» vidual stockpiles and all this added up to an acute 


| rubber shortage which caused the Government to step 
| into the picture and become the sole U. S. buyer. 


Now, however, the synthetic plants are reopening 


and the country has about 925,000 tons of annual 


} capacity of synthetic rubber. It is anticipated that 
» by the end of 1952 there will be 1,100,000 tons of 
» synthetic rubbber capacity, which means that the 
» United States will be virtually independent of most 


i 











foreign sources of supply. 
What will this mean to shareholders in the rubber 









industry ? The logical answer would appear to be that 
when the present emergency is concluded the syn- 


- thetic plants will be sold to the various companies 


which now operate them under Government super- 
vision. This step will bring more stability to an indus- 
try which has always been characterized by volatility 
and instability. 


Synthetic Rubber for Tires 


The increased emphasis on synthetic rubber is par- 
ticularly important to the tire trade, since the syn- 
thetic price is likely to remain at the current $0.26 
per pound, thereby eliminating some of the cut-throat 
competition and tire price-wars which formerly 
marked this segment of the rubber trade, when natu- 
ral rubber prices declined sharply. Another interest- 
ing aspect of increased use of synthetic rubber is the 
fact that the rubber companies will not have to carry 
very high inventories nor make the substantial for- 
ward commitments which are necessary when oper- 
ating largely in natural rubber. These developments 
spell a more stable raw material market for the fabri- 
cators, a steadier retail price structure, practical elim- 
ination of heavy (Please turn to page 634) 
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Statistical Position of Leading Tire 









and Rubber Companies 





——— First Half 1951 _—-_ - 
Net 
Sales Net 
(Millions) Margin 





Net 
Sales Net 
(Millions) Margin 


Net 
Per Share 


$199 —_____— 


Per Share 










Invest- 
ment 
Rating 


Div. 
1950 


Div. 
Yield 


Net Recent 


Price COMMENTS 





Dayton Rubber $ 25.93 47% $ 2.63% $ 37.1 60% 


$ 4.74 


One of the better small rubber com- 
panies. Earninas for the fiscal year 
October 31, 1951 are expected sub- 
stantially to top 1950’s $4.74 per 
share. Dividends are expected to 
continue at $0.45 quarterly. 


22% $1656 7.3% C+1 





Firestone Tire & Rubber 448.3% 5.1 11.70% 690.5! 4.8 





Large EPT-exempt foreign income 
supports earnings anticipated to 
exceed 1950's $16.76 per share by 
as much as $5 per share. Continua- 
tion of the $1.50 quarterly dividend 
is expected. 


16.76! 116% 6.505 BI 





General Tire & Rubber 85.44 4.0 5.48% 125.3" 68 


Enjoying a strengthened trade po- 
sition through diversification, earn- 
ings for the November 30, 1951 
fiscal year will approximate last 
year’s $13.88 share results. The 
$0.50 quarterly dividend may be 
supplemented by extras. 


13.882 47 3.00 6.3 B2 





|Goodrich, B. F. 322.1 5.0 3.79 543.3 . 6.4 


Recently split 3-for-1 earnings in 
the current year are expected to 
show gains over 1950’s $8.06 per 
share profits. The $0.50 quarterly 
dividend should continue with pos- 
sibly an extra. 


8.06 61% 2.16 3.5 Bl 





Goodyear Tire & Rubber 544.6 3.7 4.66 845.1 4.1 


Recently split 2-for-1 current-year 
earninas will show favorable gains 
over the $7.81 (adjusted) per share 
last year. The $0.75 initial divi- 
dend will probably be continued 
quarterly. 


781 45%7 250 5.4 BI 





lee Rubber & Tire 25.93 4.3 4.45% 39.21 7.5 


For the fiscal vear to end October 
31, 1951 earninas are expected at 
least to double the $4.45 per share 
in +he six months ended April 30, 
1951. Extras, plus the $0.75 quar- 
terly dividend rate, may result in 
duplicatina 1950’s $5 per share 
disbursement. 


11.611 64 5.00 7.8 Bl 








Seiberling Rubber 22:1 3.0 1.87 38.3 4.7 


A smaller unit in the industry, de- 
riving its income from the volatile 
tire division, earnings prospects are 
for near-duplication of 1950's $5.26 
per share results. The $0.25 quar- 
terly dividend will most likely be 
continued. 


5.26 100° 76 C2 





U.S. Rubber . 427.7 3.8 7.85 696.5 3.5 








An industry leader and earnings 
for the current year are expected 
to exceed 1950’s net per share of 
$11.04, by a substantial margin. 
The $1.50 quarterly dividend ap- 
pears secure. 


11.04 69 5.00 7.2 BI 





1_Year ended Oct. 31, 1950. 
2—Year ended Nov. 30, 1950. 

°—6 months ended April 30, 1951. 
4_6 months ended May 31, 1951. 





5—On old stock; stockholders vote Sept. 8, 1951 on 2 for 1 split. 
6_Indicated 1951 rate. 
7—When-issued price. 
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September 


September has been one of the 
more fickle months for the stock 
market. It has no vestige of a sea- 
sonal tendency. In the 36 years 
1915-50, the Dow-Jones industrial 
average had material net gains in 

«September in 13 instances, ma- 
terial declines in 12 and was in- 
significantly changed in 11. Prob- 
ably by happenstance, the most 
spectacular or historical Septem- 
ber changes have been on the ad- 
verse side. Results have often de- 
viated from the basic trend. Thus, 
in as dynamic a bull-market year 
as 1928, September brought a 
slight net decline. In 1929 it 
brought the start of the worst 
bear market. It was a very bad 
month for the market in the bear- 
market years 1930 and 1931, and 
again in 1937. However, in the 
bear-market years 1940 and 1941 
it brought, respectively, a rise of 
over 3 points in the average and a 
dip of less than 1 point. As noted 
to start with: one of the more 
fickle months. 


Prognosis 

Market expectations for Sep- 
tember, transitional month be- 
tween summer and autumn, 
should be conditioned in some 
rough measure by the prior ac- 
tion. Thus, a sharp summer rise 
tends to lessen the September up- 
side potential in bull-market 
years; and to set the technical 
stage for violent autumn decline 
in bear-market years. There were 
sharp summer rises in 1928 and 
1929; and strong intermediate 








bear-market rallies in 1930, 1931 
and 1937, while summer rallies 
were tepid in the bear-market 
years 1940 and 1941. These sum- 
mer variations have some bearing 
on the September performances 
cited above. What about the pres- 
ent instance? Well, the industrial 
average had a July-August rise, 
up to this writing, of roughly 23 
points or some 9.5%. That is a 
pretty good swing. Some sections 
of the list look tired, while new 
leadership provided by others is 
so far lacking in vigor. This col- 
umn’s view is that September, 
1951, is more likely to see some 
decline in the average, or insig- 
nificant net change, than a worth- 
while advance. Barring some 
sharp shift in sentiment stemming 
from a surprise news develop- 
ment, results should not unduly 
excite either bulls or bears. Mak- 
ing for relatively moderate fluctu- 
ation in the average is the fact 
that it remains a selective, cash- 














Anaconda Copper Mining Co. 
Eastern Air Lines 
Glidden Co. 


International Nickel Co. 


Sperry Corp. 

Briggs Mfg. Co. 
Diamond T Motor Car 
Peoples Drug Stores 
Pure Oil Co..... 

Ronson Art Metal Works 


THE 








INCREASE SHOWN IN RECENT EARNINGS REPORTS 


1951 1950 

. 6mos. June 30 $2.92 $2.10 
June 30 Quar. -48 .37 
9 months July 31 2.77 2.14 

. June 30 Quar. -97 79 
6 mos. June 30 2.57 2.10 
6 mos. June 30 3.65 1.63 

. 6 mos. June 30 1.11 -04 
6 mos. June 30 1.46 1.32 

. 6 mos. June 30 3.53 2.87 
. June 30 Quar . 1.14 -26 
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financed, investment-dominated 


market. 
In The Clear 


Once any stock or group of 
stocks gets above all past levels, 
obviously nobody is “hung up.” 
In these instances there are no 
supply levels that can be inferred. 
This is a technical fact of great 
significance. It contributes to 
sharp further advances, with 
little or no corrections, in highly 
popular stock groups; and results 
in ultimate over-exploitation. The 
aftermath can be a spectacular 
decline, followed by a long period 
of speculative-investment unpop- 
ularity. From the past records, 
numerous examples could be 
cited; but there is no need to look 
far back. For instance, in the late 
stages of the 1942-1946 bull mar- 
ket, liquor .stocks, motion picture 
stocks and air line stocks were 
prominent among the groups ris- 
ing “into the clear.” After nose- 
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diving in 1946’s break, all dragged 
along at depressed levels over the 
next several years. None has 
much, if any, chance of rallying 
pack to the 1945-1946 highs, al- 
though the air line group has re- 
gained a substantial measure of 
popularity. 


Different? 


The most difficult feat is to 
make the profitable round trip 
into and out of a market vogue 
before it ceases to be a vogue. 
Stock groups which have been “in 
the clear” for extended periods, 
without identifiable supply levels 
to contend with, include oils, ethi- 
cal drugs, most chemicals, paper, 
rayon and most tire stocks. On the 
whole, the groups recently in 
vogue no doubt have a more 
solidly-founded popularity than 
those in vogue in 1945 and the 
first half of 1946. Nevertheless, 
whenever a stock group has ap- 
peared to have everything in its 
favor and only the sky for a limit, 
the optimistic consensus has in- 
variably proved wrong in greater 
or less degree. Vogues always 
change in the stock market. Cor- 
rection for such _ outstanding 
groups as oils and chemicals could 
be—and should be—relatively mod- 
erate, but might result in a pro- 
tracted do-little period. This col- 
umn feels less sure about the en- 
during solidarity of paper and 
tire stocks. It would not presently 
go bevond suggesting that you 
should think long and hard before 
buying into groups that have 
rocketed into the intoxicating, un- 
measurable stratosphere of in- 
vestment popularity. Thev will at 
least have stiff reactions one of 
these days. 


Groups 


There are some secondary 
groups performing adequately 
well which might get increasing 
favor on the basis of earnings- 
dividend prospects. They: include 
farm equipments, selected air- 
craft stocks, coppeys, electrical 
equipment (capital-goods type 
only), and steels. If “secondaries” 
do not come through, average 
stock prices will work materially 
lower during the autumn, if not 
in September. A conspicuous ex- 
ceotion among secondary groups 
might be rail eauipments, on 
which this column is about ready 
to give up. This group will have 
higher earnings this year than 
last, and probably pay a higher 
total of dividends; but the market 
versistently says “so what?” 

hese issues, like rails, are out of 


SEPTEMBER 8, 1951 


vogue; and the writer sees no 
great chance that they will get 
into vogue. 


Yields 


Current yields on stocks may be 
too high or too low. Whether a 
stock is speculative or good-grade 
—but especially when it is the lat- 
ter—an unusually high yield re- 
flects doubt that the prevailing 
dividend rate will be maintained. 
Examples are General Motors, 
yielding 8%; and Chrysler, over 
11%. These stocks may or may 
not have discounted anticipated 
dividend cuts. Our point is that 
nobody should buy them in expec- 
tation of continuing return at 
anything like the rates cited. 
Where a stock sells on a very low 
yield basis, prospects for growth 
of earnings and dividends are dis- 
counted some time ahead, perhaps 
too far ahead. An example is Dow 
Chemical, cited favorably in this 
column at lower levels. At the 
stock’s recent high of 119, the 
yield of the $2.40 annual cash 
dividend was only a shade over 
2%; and the stock sold at nearly 
20 times earnings of the last fiscal 
year. On the basis of expansion 
plans, earning power and divi- 
dends might well double over a 
period of five or six years. But 
how certain is anything five or six 
vears ahead in the stock market? 
The writer still likes this stock as 
a long-pull holding of those who 
bought it lower; but would not 
favor new buying at present 
prices. 


A. T. & T. 


American Telephone, whose 
stock is owned by more investors 
than anv other equity, has had to 
cope with a major rise in operat- 
ing costs, due to inflation; and 
with financing its huge postwar 
expansion program. These tests 
have been well met. The answer 
to inflation has been economies 


via further mechanization of ser- 
vice (dial system), plus a number 
of rate increases granted to sub- 
sidiary systems. Expansion has 
been financed by convertible de- 
bentures, which has resulted in a 
large increase in outstanding 
common shares, through conver- 
sions, and which will result in 
much more of the same over a 
period of time. So far, however, 
there has been no dilution of per- 
share earning power. Despite 
higher taxes, consolidated (Bell 
System) earnings were $6.52 a 
share in the six months ended May 
31, against $5.93 for the like year- 
earlier period. For the full year 
they probably will approximate, 
or moderately better, 1950’s 
$12.12 a share, which was the best 
showing in a good many years. 
There is, of course, no question 
about the $9 dividend rate. The 
stock recently rose to a new 1949- 
1951 high of 1625, and is a little 
under that level at this writing 
to yield about 5.6%. It sold as 


high as 20014 in 1946, as low as 
138 in 1949. The stock is pri- 
marily an income issue, but is sub- 
ject to substantial price swings 
within any longer-term period. 


Thompson 


For participation in the air- 
craft portion of the defense pro- 
gram, and in the longer-term 
growth of aviation, Thompson 
Products is one of the best stocks 
because the company is well di- 
versified and has excellent man- 
agement. Last vear parts for air- 
craft engines, including jets, ac- 
counted for 40.4% of sales; re- 
placement automotive parts for 
24.1%: and original-eauipment 
parts for cars, trucks. tractors. 
marine and industrial engines. 
ete., for 35.5%. Due to sharply 
rising militarv business, earnines 
this year figure to be onlv 10% 
or so under 1950’s record $7.51 a 

(Please turn to page 642) 


DECREASES SHOWN IN RECENT EARNINGS REPORTS | 


Philco Corp. 

Van Raalte Co. 

Eastman Kodak Co. 
Halliburton Oil Well Cement 
International Paper Co. 
Revere Copper & Brass 
Bendix Aviation 

Best Foods, Inc. 

Minnesota Mining & Mfg. Co. 


Food Fair Stores, Inc. 


. June 30 Quar. 


. Year June 30 


1950 
$ .71 
2.86 
1.73 
3.22 
1.83 
3.58 
2.23 
4.56 


1951 
$ .53 
2.40 
1.52 
2.98 
1.77 
3.25 
1.70 
3.20 
June 30 Quar. 47 


6 mos. June 30 
6 mos. June 30 
6 mos. June 30 
June 30 Quar. 
6 mos. June 30 
June 30 Quar. 





. 12 weeks July 21 44 
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What’ 5 ahead por Business: 7 


By E. 


Business uncertainties seem to be increasing, not diminish- 
ing. Right now, consumer industries continue to fluctuate errat- 
ically with shifting material and manpower supplies influencing 
output. Consumer demand 
remains below expectations, 
and there is no assured in- 
dication of an early reversal 
of existing deflationary 
trends despite official propa- 
ganda to the contrary. Mili- 
tary procurement is being 
stepped up, but the machine 
tool program has been badly 
mismanaged and a bottle- 
neck in arms production will 
continue to exist for some 
months to come. Yet there is 
talk of the arms program 
being “whooped up” (“our 
sights are being raised”) 
even though even the cur- 
rent program is far from up 
to schedule. The belief ap- 
parently is that the country 
can stand more guns without 
an appreciable impairment 
of the butter supply, that in 
presently scheduled arms 
spending, there may not be 
enough “push” to overcome 
the deflationary trends now 
in evidence. 

The fact of course is that 
our productive capacity has 
become truly prodigious. The 
record of the past thirteen 
months certainly offers con- 
vincing demonstration. When 
the Korean war broke out, 
the physical output of goods 
had already reached a new 
peacetime peak. A year later 
it was still larger by more 
than 12%. During that 
period, industry was prepar- 
ing to meet a steadily rising 
military demand, and was 
also producing great quan- 
tities of consumer and cap- 
ital goods, the former to the 
point of an actual glut in 
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K. A. 


many products originally thought to become scarcity items. 
In other words, the defense program has taken hardly a 


nibble out of most consumer markets thus far. Where markets & 


weakened, it was due to shrinking demand, not because of 
scarce supply. Under normal conditions, this would be auto- 
matically regarded as a caution signal. Conditions of course 
are not normal, the defense program is still in its early stages 
and its full impact on the economy still remains to be felt 
But more arms spending is planned, a possible additional 
build-up to the tune of another $15 billion. If it goes through, 
and it will unless Congress balks, it calls for revision of the 
existing time table with certain definite economic implications. 

It is already evident that even under the old program, the 
peak—scheduled to be reached by mid-1952—will not be 
reached before mid-1953 because of the slow start and exist. 
ing bottlenecks. If a new $15 billion program is superimposed, 
the peak will not come before early 1954. This means pro- 
longation of the abnormal conditions associated with the arms 
build-up of restrictions and controls, of inflation pressures, 
of official master-minding of the economy generally. And even 
barring total war, a wind-up of the defense program not in 
1953, as originally and somewhat overoptimistically planned, 
but perhaps as late as 1955. 

It should not mean, however, very much deeper cuts in 
civilian hard goods production since these would be highly 
unsettling. Nor should they be necessary, if expansion of pro- 
ductive facilities and raw material supplies proceeds at the 
scheduled pace. The military requirements, moreover, will be 
sufficiently spaced out to prevent too drastic impacts. It could 
however prove an effective means of counteracting deflation- 
ary trends though these are bound to be felt for a while yet. 

The big point is that the day of return to anything approach: 
ing more normal and freer economic conditions would be 
farther off. It would also mean that we would be winding up 
with an overall productive capacity that might be difficult to 
employ fully under less strained conditions. A downturn in 
defense spending, and for new plant and equipment, were 
then bound to pose more serious problems. While it may be 
premature to worry about this now, it provides food for thought. 

Turning to the more immediate outlook, economic activity 
in the months ahead must be expected to reflect the com 
tinued divergence in the trends of business investment and 
Government procurement on the one hand, and of personal 
consumption on the other. Consumers expenditures will likely 
show little change from the reduced rate of recent months, 
continuing low in relation to individuals’ incomes. While dis 
tributors are gradually adjusting their inventories to a position 
more in line with current sales, the need for such adjustment 
will continue to act as a hobble on the boom. 
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TREET 


The Business Analyst 





MONEY AND CREDIT—After seven weeks of raising new 


“money by the expedient of selling three-month bills in excess 


of amounts falling due, the Treasury has called a halt to this 
practice. Although a total of $1.4 billion was raised by this 


| method, a good deal of the new money went to pay off other 
| Treasury obligations held by the public as evidenced by the 


fact that the Federal debt rose only $644 million during the 


| period. Of the latter amount, $308 million was taken by the 
| Federal Reserve, $213 million by U. S. agencies and trust 
© funds and only $143 million by other investors. Further indi- 
' cation of the scarcity of short term funds was the rise in the 
bill rate to 1.66% on an annual basis by August 16. Mean- 


while government bonds continue strong and bank eligible 
2'4's, 24's of 1959-56 and 2’s of 1954-52 are all selling above 


par. The banks are thus able to sell these holdings without 


loss and make loans with the proceeds. As a partial reflection 
of this situation, “total loans” of reporting member banks rose 
by $280 million in the week ending August 15 to $32.76 
billion, thus recouping a large part of the $397 million decline 


_ that occurred in the six weeks to August 8. The Treasury deficit 
; since July 1 now totals $2.9 billion versus only $569 million 


for the same period a year ago. The Treasury's cash balance 
on August 20 amounted to some $5.8 billion and a nation-wide 
savings bond sales drive is scheduled to start on September 3. 
September is also a month of heavy tax collections and the 
foregoing factors should enable the Treasury to keep its cash 
balances in the third quarter above the $5 billion level which 
Secretary Snyder considers a minimum. However, with arma- 
ment spending rising steadily, the Treasury may face deficit 
financing later this year. In order to sell new obligations, 
credit will be made more plentiful and this will probably be 
accomplished by the Federal Reserve standing ready to buy 
Treasurys in order to increase excess reserves of the com- 
mercial banks. All this adds up to a good bond market and 
the possibility of an increasing monetary supply. Refunding 
operations in the last 3% months of the year will be heavy 
including $755 million of called 3% bonds due September 15, 
$13.1 billion of notes due in October and November and 
$1.1 billion of called 2%% bonds due December 15. The 
total of these maturities and called bonds is $14.985 billion 
hn does not include bill maturities which fall due every 
week, 


-QO—_—__—_—_- 


TRADE—Department store sales continued slow in the week 
ending August 18, being 5% under the similar week of 1950. 
The 1950 week was marked by a diminution of scare buy- 
ing as evidenced by its being only 12% above 1949 results 
while the first week in Auaust 1950, for example, had topped 
its 1949 counterpart by 30%. However, retailers are confi- 
dently expecting better fall business based on rising personal 
incomes and a hope that the high rate of savings—9% of 
income in the second quarter—would result in more money 
for purchases. 





o— 


INDUSTRY—The Federal Reserve Board has announced revised 
figures for its seasonally adjusted production index which fell 
f0 a level of 213 in July, the lowest point in ten months. 
Indicotions are that a mild recovery occurred during Auqust 
thouah it will fall short of returning to the June output mark 
of 222. The Board found that reduced consumer buying re- 
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sulted in rising inventories which forced manufacturers to 
reduce production. The drop in output was led by auto and 
automotive parts and textile production, each of which fell 
off by about 12% from June. One of the few industries 
to continue its uptrend was in chemical production which 
rose to 306 from 302 a month earlier. 


° 


COMMODITIES—The Department of Labor’s wholesale price 
index of primary markets resumed its downtrend in the week 
ending August 21 but fell only slightly to 176.8 from 177.2 
the week before. It is still 6% above the same date a year 
ago. Farm products were the weakest component of the index 
last week primarily because of lower fruit, vegetable and poul- 
try prices while raw cotton and eggs were somewhat higher. 


- - Oo iii 


The nation’s OUTPUT OF GOODS AND SERVICES rose 
to a new high in the second quarter of 1951, reaching $325.6 
billion at annual rates, the Department of Commerce reported. 
The improvement from first quarter rates amounted to $7.0 
billion which was wholly accounted for by a rise in Govern- 
ment expenditures in the same amount. With prices stabilizing 


(Please turn to the following page) 
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(Continued from page 621) 
during the period, the over-all increase was 
moderate when compared to the $51 billion 
output rise from the second quarter of last 
year. Personal consumption expenditures 
which are the largest segment of the total, 
fell by $6.5 billion from first quarter rates, 
with durable goods sales hardest hit. Pri- 
vate domestic investment rose $3.9 billion 
during the period with inventory accumula- 
tion—some of it involuntary—$5.1 billion 
higher than first quarter rates and new con- 
struction down $1.6 billion from the first 


* * * 


MILL CONSUMPTION OF COTTON 
during July equalled 31,970 bales per 
working day, which compares with 31,94] 
bales in the same month a year ago, accord- 
ing to the report of the Census Bureau. The 
July results are far below June consump- 
tion of 40,936 bales per working day. For 
the 12 months through July 1951, con- 
sumption totalled 10,651,069 bales versus 
8,850,880 bales for the similar period a 


* * * 


Production of finished PORTLAND CE- 
MENT amounted to 21,984,000 barrels in 
June, up 10% from the 20,001,000 barrel 
output of a year earlier, the U. S. Bureau 
of Mines has announced. Shipments of 
24,935,000 barrels during June was far 
above production resulting in a sharp drop 
in MILL STOCKS to 16,439,000 million 
barrels on June 30 from 19,394,000 barrels 
a month earlier. June 30 stocks, however, 
topped the amount on hand a year ago 
by 1,141,000 barrels. For the first half of 
this year, production of 115,436,000 bar- 
rels topped the similar period of last year 


* * * 


NEW HOME BUILDING STARTS dur- 
ing July totalled 86,000 units, the lowest 
figure for that month since 1946, according 
to Bureau of Labor Statistics figures. With 
public housing starts down to a more nor- 
mal 3,200 units from June’s unprecedented 
42,300, total home building starts in July 
made a poor showing when stacked up 
against June’s figure of 130,000 units. For 
the first seven months of this year, total 
starts add up to 669,500 which is some 
20% below the like 1950 period. Despite 
this drop, home building this year is second 
only to last year’s record volume. 

* * * 


EXPORTS from the United States in June 
were valued at $1.29 billion, down 4% 
from May, due to reduced shipments of 
machinery, vehicles and textile fibers. How- 
ever our exports were still running 48% 


above those of June 1950. IMPORTS of 


— 


Latest Previous Pre- 
Wk.or Wkh.or Year Pearl 
Date Month Month Ago Harbor* 
MILITARY EXPENDITURES—$b (e) July 3.0 27 0.9 1.55 
Cumulative from mid-1940. July 422.1 419.1 397.3 13.8 
FEDERAL GROSS DEBT—$b Aug. 22 256.3 255.9 257.8 55.2 
MONEY SUPPLY—$b 7 
Demand Deposits—94 Centers Aug. 15 49.9 50.2 48.1 26.1 
Currency in Circulati Aug. 22 27.9 27.9 26.9 10.7 
BANK DEBITS 
New York City—$b. Aug. 15 9.7 9.5 10.4 4.26 
93 Other Centers—$b. Aug. 15 14.7 14.4 15.2 7.60 
PERSONAL INCOMES—$b (cd2) June 251 250 219 102 

Salaries and Wages. June 166 165 141 66 

Proprietors’ | June 48 48 43 23 quarter. 

Interest and Dividend June 20 20 18 10 

Transfer Payments June 13 13 14 3 

(INCOME FROM AGRICULTURE) a 21 21 16 10 
POPULATION—m (e) (cb) July 154.4 154.1 151.7 133.8 

Non-Institutional, Age 14 & Over—— | July 108.9 1088 109.5 101.8 

Civilian Labor Force. July 64.4 63.8 64.4 55.6 
unemployed July 1.9 2.0 3.2 3.8 
Employed July 62.5 61.8 61.2 51.8 

In Agriculture July 79 8.0 8.4 8.0 
Non-Farm July 54.6 53.8 52.8 43.8 

At Work July 56.6 59.2 54.2 43.2 | year earlier. 

Weekly Hours, non-farm. July 42.3 417 37.7 42.0 
Man-Hours Weekly—b July 2.31 2.24 2.04 1.82 
EMPLOYEES, Non-Farm—m (Ib) June 46.4 46.2 43.9 37.5 

Government June 6.4 6.4 5.8 48 

Factory June 13.0 13.0 12.1 11.7 
Weekly Hours June 40.8 40.7 40.5 40.4 
Hourly Wage (cents) June 160.4 1586 145.3 77.3 
Weekly Wage ($) June 65.44 6455 5885 21.33 

PRICES—Wholesale (Ib2) Aug. 21 176.8 177.2 166.6 92.5 

Retail (ced) June 206.8 205.7 185.7 116.2 

COST OF LIVING (Ib3) July 185.5 185.2 172.0 100.2 

Food July 227.7 226.9 208.2 113.1 

Clothing July 203.3 2040 1846 113.8 

Rent July 136.2 1357 131.3 -1078 = | by 15%. 

RETAIL TRADE—$b** 

Retail Store Sales (ed) June 11.9 12.1 11.7 4.7 
Durable Goods June 3.8 4.0 4.2 1.1 
Non-Durable Goods June 8.0 8.1 7$ 3.6 

Dep‘t Store Sales (mrb)_____ June 0.86 0.85 0.84 0.39 

Retail Sales Credit, End Mo. (rb2)_ | June 11.0 11.0 10.3 5.5 

MANUFACTURERS’ 

New Orders—$b (cd) Total June 23.5 23.3 20.7 14.6 
Durable Goods June 12.3 11.8 9.8 7.1 
Non-Durable Goods__._»_»_ | June 12 11.6 10.9 75 

Shipments—$b (cd)—Total** June 22.8 23.9 19.8 8.3 
Durable Goods. June 108 11.1 9.0 4.1 
Non-Durable Goods June 12.0 12.8 10.8 4.2 

BUSINESS INVENTORIES, End Mo.** 

Total—$b (ed) June 70.4 69.9 54.2 28.6 
Manufacturers’ June 39.8 38.9 30.0 16.4 
Wholesalers’ June 11.9 12.0 a5 4.1 
Retailers’ | June 18.7 19.0 14.7 8.1 

Dept. Store Stocks (mrb) | June 2.8 27 2.2 1.2 

BUSINESS ACTIVITY—1—pc | Aug. 18 186.6 185.8 177.5 1418 

(M. W. S.)—1—np. Aug. 18 A77 667 «6 0ee- 14S 
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| Issues (1925 Cl.—100) 
|| 334 COMBINED AVERAGE .......... 


and Trends 





Latest 
Wk. or 
Month 


Previous 
Wk. or 
Month 


Pre- 
Pearl 
Harbor* 


Year 
Ago 


PRESENT POSITION AND OUTLOOK 





INDUSTRIAL PROD.—1 np (rb)** 
Mining 
Durable Goods Mfr. 
Non-Durable Goods Mfr 





215 
160 
267 
189 


222 
167 
276 
197 


196 
144 
235 
181 


174 
133 
220 
151 


$390 million in June were $88 million be- 
low May, reflecting decreased buying of 
wool, coffee, cocoa and sugar abroad. With 
the decline in imports exceeding that in 





CARLOADINGS—t—Total 
Misc. Freight 
Mdse. L. C. L 
Grain 














ELEC. POWER Output (Kw.H.) m 


829 
385 
75 
53 


809 
376 
73 
54 


exports, our favorable trade balance im- 
proved, equalling $363 million in June 
against $335 million in May and $191 mil- 
lion in June a year ago. 


833 
397 379 
89 


53 43 





7,164 


7,070 


* * * 


oars NEW PASSENGER CAR REGISTRA- 








SOFT COAL, Prod. (st) m 
Cumulative from Jan. 1 
Stocks, End Mo 








PETROLEUM—(bbis.) m 
Crude Output, Daily. 
Gasoline Stocks 
Fuel Oil Stocks. 
Heating Oil Stocks 














LUMBER, Prod.—(bd. ft.) m 
Stocks, End Mo. (bd. ft.) b. 





STEEL INGOT PROD. (st) m 
Cumulative from Jan. 1 





ENGINEERING CONSTRUCTION 
AWARDS—$m (en) 
Cumulative from Jan. 1 





MISCELLANEOUS 
Paperboard, New Orders (st)t 
Cigarettes, D tic Sales—b 
Do., Cigars—m 
Do., Manufactured Tobacco (Ibs)m_ 











10.3 


326 


77.0 


10.2 
316 
74.8 


TIONS will total about 450,000 units in 
July against 454,665 in June, thus continuing 
the downtrend which started in May, accord- 


11.3 
300.9 
51.3 





Aug. 18 
Aug. 18 
Aug. 18 
Aug. 18 


47 
83 


6.2 
118 
47 
82 


ing to estimates of R. L. Polk & Co. The 
first six months of this year saw a total of 
2,808,586 new cars registered compared 
with 2,829,937 cars in the first half of 1950. 
Factory output of new passenger cars in 
July totalled 381,407 units or 21% under 


4.1 
86 
94 
55 


42 
65 





Aug. 18 


June 


647 
7.1 


647 
6.6 


June’s turn-out. With output now below 
registrations, it appears that new cars in 


675 
6.1 


632 
12.6 





July 
July 


8.70 
61.0 


8.66 


52.3 


the hands of dealers are declining. 
8.08 6.96 a "i us 


55.3 





Aug. 23 
Aug. 23 


189 
9,550 


215 
9,361 


ce STRUCTURAL STEEL SHIPMENTS dur- 
ing June of 257,066 tons were the highest 
for the year to date and compared with 
234,486 tons in May and 202,379 tons in 





Aug. 18 
June 
June 
June 


32 
503 
19 


167 
33 
479 
19 


June 1950, according to data of the Ameri- 
can Institute of Steel Construction. NEW 
ORDERS for 207,966 tons in June were 
22% below the previous month’s orders 
and caused backlogs to drop to 2,636,345 
tons at the end of the month. 


266 
33 
471 
20 


17 





28 








b—Billions. cbh—Census Bureau. cd—Commerce Dept. cd2—Commerce Dept., lly 
cdlb—Commerce Dept. (1935-9—100), using Labor Bureau and other data. e—Estimated, en—Engineering News-Record. |—Seasonally adjusted index 
(1935-9—100). Ib—Labor Bureau. Ib2—Labor Bureay (1926—100). Ib3—Labor Bureau (1935—100). It—Long tons. m—Millions. mpt—At mills, publishers, 
ond in transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np—Without compensation for population growth. pc—Per capita basis. 
tb—Federal Reserve Board. rb2—Federal Reserve Board, instalment sale credit and charge accounts. st—Short tons. t—Thousands. 
'| or week ended December 6. **—S lly adjusted 
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y totals at annual rate, before taxes. 
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No. of 


1951 Ind 





High 
196.8 


Low 


172.6 





4 Agricultural Implements ......... 292.7 
10 Aircraft (‘27 Cl.—100)............ 

7 Air Lines (‘34 Cl.—100).......... 

8 Amusements ................0.00005 

10 Automobile Accessories 
11 Automobiles 
3 Baking (‘26 Cl.—100)............ 
3 Business Machines 
2 Bus Lines ('26 Cl.—100)....... a 
MCHOWNGRNG. i occccscices<sssesexessus: : 
ACOH MATING), ce csncess-onsssecveseevees 
4 Communications .................. ‘ 
9 Construction 
7 Containers . 
# Copper & Brass.........:..........:. 
2 Dairy Products....................0-+ 
5 Department Stores oe 
6 Drugs & Toilet Articles.......... 
2 Finance Companies 
7 Food Brands 

2 Food Stores 
3 Furnishings 








4 Gold Mining 


246.5 
252.8 
634.0 
86.6 
216.2 
36.1 
21.0 
300.8 
150.6 
326.0 
13.2 
58.3 
60.2 
376.5 
126.3 
75.9 
66.0 
213.6 
243.0 
171.4 
103.8 
65.7 
579.3 


Aug. 17 
191.4 


276.1 
292.3 
719.0 
97.3 
241.5 
40.6 
21.8 
392.5 
152.3 
421.3 
13.5 
68.8 
67.7 
465.2 
141.9 
79.2 
72.5 
222.1 
308.1 
187.8 
111.7 
68.3 
685.1 


Aug. 24 
190.7 


(Nov. 14, 1936, Cl.—100) 
100 HIGH PRICED STOCKS 
100 LOW PRICED STOCKS.... 


High 
118.4 
245.8 





273.6 
299.1 
725.5 
96.4 
239.2 
40.2 
21.8 
389.6 
155.7 
414.8 
13.7 
66.3 
67.2 
461.5 
147.1 
80.0 
71.8 
217.8 
308.1 
184.1 
111.7 
67.7 
707.4 





93.9 
1202.0 
206.4 
152.0 
109.1 
280.9 
400.1 
422.5 
152.8 
31.4 
73.8 
45.4 
41.0 
181.0 
395.5 
169.5 
77.6 
542.5 
223.6 
69.9 
86.1 
320.7 
127.3 


Investment Trusts 
Liquor ('27 Cl.—100) 

11 Machinery .. 

3 Mail Order 

3 Meat Packing ; me 
13 Metals, Miscellaneous ... 

4 Paper . 
29 Petroleum .. = 
30 Public Utilities . 
Radio & TV (‘27 Cl.—100) 
Railroad Equipment 
Railroads 

Realty oe 
Shipbuilding . 

Soft Drinks . 

Steel & Iron 

Sugar 

Sulphur 

Textiles 

Tires & Rubber 
Tobacco 
Variety Stores . 7 vas 
Unclassified (’49 Cl. —100) 7 


24 





A—New High for 1951. 
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Trend of Commodities 





Commodity spot and future prices displayed divergent trends 
in the past two weeks with spot prices developing relative 
weakness. Thus the Bureau of Labor Statistics daily spot price 
index declined 1% in the past fortnight ending August 27 
while the Dow Jones commodity futures index rose by almost 
the same percentage. Grain futures were trendless during the 
period with the distant months showing greater strength than 
near-term deliveries. Thus September wheat was down 1 to 
24056 while the May option rose 1% to close at 245% on 
August 27. September corn was up ¥%2 while the May future 
closed 4 cents better. Oats were the weakest of the grains 
with heavy deliveries expected on the September contract 
which fell 4 cents in the past fortnight while the May position 
was down only 1%. It is noteworthy that May oats have rallied 
above their August prices in every one of the past 15 seasons 





and in all but two of those years, the advance from the Augy 
31 close to the subsequent high was of worthwhile proportion, 
Cotton futures were slightly higher in the past two week 
with nearby October closing at 34.67 cents as mills increase 
their buying against sales of cotton goods and Southern leg. 
islators brought pressure to bear in an attempt to force th 
Administration to check declining cotton prices. Suggestion 
included stockpiling of several million bales and making fund 
available for a larger export movement. Marketing of cotty, 
will get under way on a big scale in the next few week We 
reaching a seasonal peak in October. The government loop SiiPt 
figured on the same basis as the futures, works out at appro “lect 
mately 32 cents a pound. With the October option selling 2p "der 
cents above this level, heavy marketing may further deprey with 
cotton prices. iealls 
types. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices—August, 1939, equals 100 

Date 2 Wks. 3 Mos. 1 Year Dec. 6 

Aug. 27 Ago Ago Ago 1941 

323.8 327.3 361.1 317.0 156.9 

. 335.4 342.3 387.4 342.3 157.3 

316.6 317.9 345.1 301.6 156.6 


28 Basic Commodities 
11 Imported Commodities . 
17 Domestic Commodities . 


RAW MATERIALS SPOT INDEX 
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14 Raw Materials, 1923-25 Average equals 100 
Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 
1951 1950 1947 1945 1941 1939 1938 1937 
High ........ 214.5 304.7 164.0 958 743 783 658 93.8 
en _ 177.9 134.2 1264 93.6 58.7 61.6 57.5 64.7 
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WHOLESALE COMMODITY PRICES 
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Average 1924-26 equals 100 
1951 1950 1947 1945 1941 1939 1938 -If 


High ............... 215.4 202.8 184.4 111.7 88.9 67.9 57.7 
BOW: ts. 176.4 140.8 123.0 98.6 58.2 489 47.3 
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Westinghouse Electric Corporation has completed 
shipments on airport lighting equipment and other 
‘Pelectrical apparatus for airfields in Formosa. The 
Border, placed by the Chinese Nationalist Air Force 
with Westinghouse Electric International Company, 
calls for more than 140 airport lights of different 
‘types. Among the units shipped to the Chinese Na- 
ttionalists’ island stronghold are 246 high intensity 
runway lights whose 100,000 candlepower beams are 
designed to cope with “‘soupy” weather. Another 652 
runway lights and 516 taxiway lights are of “medium 
intensity.” Also being shipped are 1,800,000-candle- 
power airport beacons, ceiling projectors that cast a 
beam of light straight upward. 


A contract has been signed between The Glenn L. 
artin Company and Kaiser Metal Products whereby 
he Kaiser Co., under subcontracting arrangements 
rom Martin, will engineer, tool and manufacture 
wings for the twin-jet Canberra night intruder 
bomber to be built in substantial quantities by the 
Martin Co. for the U.S. Air Force. The Martin Co. has 
stated that $52,000,000 worth of business would go 
0 subcontractors this year. The work to be done by 
Kaiser Metal Products, though not in 1951, is in ad- 
dition to that sum. As a result of the subcontracting 
pbtained from the Martin Co. plus other work in 
hand, Kaiser Metal Products will require 7,000 more 
employes at its Bristol, Pa. plant. 


Standard Oil Company of Ohio has introduced its 
new heavy duty motor oil to stations in Ohio. The 
esult of constant research since World War II and 
he investment of $13,000,000 in a new lubricating 
bil plant at Lima, the company’s new motor oil con- 
mains a detergent-dispersant which is reputed to ac- 

ually clean and condition automobile engines in ad- 
lition to lubricating, cooling and sealing, the usual 
unctions of oil. 


Pittsburgh Steel Company has ordered $3,000,000 
f General Electric equipment including mill drives 
taling 22,000 horsepower, for its new hot strip 
nll at Allenport, Pa. Erection of the new mill will 
ark the fourth major step in Pittsburgh Steel Com- 
any’s planned program of expansion and modern- 
mation. Currently, the firm produces tubular, wire 
id semi-finished products, and has no flat rolled fin- 
sing facilities. At the conclusion of the expansion 
rogram, Pittsburgh Steel will be a producer of flat 
led products, as well. 


A large portion of the balloons bringing messages 
tf hope to satellite nations behind the Iron Curtain 
reproduced by General Mills, Inc., makers of Wheat- 
8s, Gold Medal flour and other products. Production 

Bi the balloons was started after the war at the re- 
uest of government officials who sought to improve 
‘Means of exploring upper atmospheric conditions. 
ls resulted in manufacture of the huge tear-drop 
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type of bags which are often observed by pilots. An 
offshoot of this operation was the pillow balloon, a 
24-inch diamond-shaped object which has been “ac- 
cused” of being the original flying saucer. 


The American Telephone & Telegraph Company 
has just opened its $40,000,000 microwave system 
which marks the opening of a coast-to-coast voice 
skyway using the new micro-wave radio relay. The 
new system is equipped to provide more than 46,000 
miles of telephone circuits and within the next few 
weeks this total is expected to reach about 500,000 
miles. These circuits, however, represent only a small 
portion of the system’s potential capacity. The tele- 
phone skyway will also make possible coast-to-coast 
television which is expected about September 30. 
Initially, it will provide one westbound channel with 
another channel, west-to-east, about one month later. 


Niagara Mohawk Power Corporation has placed an 
80,000 kilowatt addition to the steam electric station 
at Oswego, N. Y. The new unit, under construction 
for the past two years, increases the total rated 
capacity of the Oswego station to 320,000 kilowatts. 
The additional power at Oswego is part of an expan- 
sion program which will add over 600,000 kilowatts 
to the Niagara Mohawk System’s generating capacity 
in the period from 1590 to 1953. 


In keeping with its over-all expansion program, 
the Dow Chemical Company has announced plans to 
build new research facilities at its Midland, Mich. 
and at Freeport, Texas plants costing $4,500,000. The 
Midland project includes new organic, spectroscopy 
and special service laboratories as well as a new tech- 
nical library building while the Freeport plant will 
take the form of an eight-building research center. 
Assuming the necessary government approvals are 
obtained, the company expects to have all projects 
under way by autumn. 


Despite substantial competition in recent years 
from other types of fuel, corporations in this indus- 
try are still spending large amounts for moderniza- 
tion and improvements. The Pittsburgh Consolidated 
Coal Company, in the five and a half years since 
organization in its present form, has expended $80,- 
000,000 for capital facilities in its continuing pro- 
gram of modernization and development. Latest of 
these projects by Pittsburgh Consolidation Coal is 
the $5,500,000 preparation plant at Georgetown, 
Ohio. 


International Telephone & Telegraph Corporation, 
through its research subsidiary, Federal Telecom- 
munications Laboratories has recently installed 
Ground Distance Measuring Equipment on the Chi- 
cago-New York airway. This equipment, in conjunc- 
tion with the Civil Aeronautics Administration omni- 
directional radio range, will enable the pilot of an 
aircraft, for the first time, to know his exact position 
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at a glance relative to a fixed ground position, with- 
out guesswork or computation. It will greatly facili- 
tate traffic control and increase the safety of air line 
operation. 


After spending three years and almost a million 
dollars on research, the DuPont Company has devel- 
oped a new and economical way to add to its synthetic 
rubber, neoprene, to paper. Instead of coating or 
saturating the finished paper, as in older methods, 
the neoprene is now added in latex form to the pulp 
just before it is made into paper. The result is a new 
family of low-cost specialty papers made directly on 
the paper machine. The new product has many prop- 
erties and will be used in many industries. 


Far from being discouraged by the recent flood, 
Kansas City’s economy has been virtually restored 
and $50,000,000 in new industrial expansion has been 
planned for the next twelve months. Among indus- 
trial construction under way or projected are new 
plants for Ford Motor Company, Fairbanks, Morse, 
and Santa Fe Railroad. Plants already started in- 
clude those for International Paper Company and 
Pure Carbonic Company. The three major packers, 
Armour, Swift and Wilson are back in operation and 
full production schedules are expected within sev- 
eral weeks. 


Socony Vacuum Oil Company, which through its 
subsidiary, Socony Paints Product Company, is one 
of the ten largest paint manufacturers in the coun- 
try, has moved to its new modern home in Raritan 
Township, N. J. after having occupied its old quarters 
in Long Island City for sixty years. The new plant 
utilizes automatic controls and mechanical handling 
apparatus, and is fitted with the latest in scientific 
equipment for paint manufacture. 


Electric Storage Battery Company and its subsidi- 
ary, Willard Storage Battery Company, has recently 
placed privately with a group of institutional in- 
vestors $10,000,000 15-year 354% notes. The funds 
received will be used to complete plant improvement 
and to add to working capital in accordance with the 
increased level of operations. New plants are being 
completed in Allentown, Pa., Aurora, Ill. and Fair- 
field, Conn. Also a $5,000,000 expansion plant is un- 
der way in the Philadelphia plant. The expanded 
facilities are needed to handle the substantial defense 
orders and the increase in normal battery business. 


Sun Oil Company is engaged in a two-year program 
for construction and modernization of its refining 
facilities which will cost about $40,000,000. The com- 
pany also expected in the current calendar year to 
spend approximately $72,000,000 to search for and 
prove new oil fields and to expand, rehabilitate and 
modernize facilities. In addition, the company has 
contracted with its shipbuilding subsidiary to build 
two super-tankers of 30,000 deadweight tons. These 
are to be built in the next fifteen months and will 
cost about $15,000,000. Of the $40,000,000 set for the 
refinery program, $13,800,000 will be spent this year 
and the balance in 1952. Sun Oil’s capital investments 
this year will be about $45,000,000 or about $13,000,- 
000 more than last year. Sun’s post-war capital ex- 
penditures since the ending of the war will have 
amounted by the end of 1951 to $250,00,000. 


New expansion is occurring in the retail trade field 
as well as in industry. Bond Stores, Inc., for example, 
is constructing new stores in Glendale, Cal. and the 
Crenshaw district of Los Angeles. The new outlets 
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are the fifth and sixth in the Los Angeles area. Ap. 
other company which is adding to its outlets j 
Lerner Stores Corporation which is completing ; 
“super-market” in New York City. 


Of especial interest is the fact that the end of th 
world sulphur deficit is in sight. A rich new find of 
deposits in the extreme tip of Louisiana has beg 
announced by the Freeport Sulphur Company, whic) 
is described as being good for 500,000 tons a year 
Demand for sulphur and sulphuric acid has been ip. 
creasing steadily and is expected to keep on going y 
as a result of defense needs while the reserve supphf 
has been dropping. Sulphur is used in making a wik 
variety of products. Among these are: steel, gash 
line, paper, including newsprint, chemicals, includf 
ing rayon and explosives, fertilizer, dyes, rubberh 
paints, varnishes, and food preservatives. The nef 
mine is considered among the largest single such} 
development anywhere in the world in the last twh 
decades, and assuming the government gives the gop 
ahead signal, will be in full operation in two yearn 
The new dome was discovered by the Texas Companf 
in exploring for oil. Freeport obtained the sulphuf 
rights early this year and under a lease arrangemen'} 
will pay the Texas Company half the profits derivei 
from the operation. : 


Two Pittsburgh oil companies have obtained wha} 
they term the second-largest oil lease ever grantei— 
The two companies are Gulf Refining and Melben Oi 
Company, an affiliate of Plymouth Oil Company anif 
the Hiawatha Oil & Gas Company. The largest leash 
in the United States is held by the Humble Oil Com 
pany, on the famous King Ranch in Texas, which 
covers a million acres. 


The Securities & Exchange Commission has df 
creed that the Long Island Lighting Company 1s 1 
longer a holding company. Last year, Long Islani 
Lighting consummated its plan for consolidating iti 
public utility subsidiaries. It has now only one sub 
sidiary, the Liland Corporation, which holds certailf 
real estate properties. Long Island Lighting, now ap 
operating concern, supplies electricity and gas in ap 
area of about 1050 square miles, almost wholly witht 
in the boundaries of Nassau and Suffolk Counties of 
Long Island. This section has been growing ver 
rapidly since the end of the war. 


Sinclair Oil Corporation is seeking an agreemel 
with Mexico covering a wide range of issues. Tj 
most interesting is the possibility of renewed oil 0 
erations. Actual negotiations are being carried on} 
representative of the company and the Mexica 
government’s nationalized oil company, Petroled 
Mexicanos. In 1938, the Mexican government exapr 
priated most foreign oil companies. Among the 0 
jectives of the company are to arrange a general ¢ 
velopment program for northern Mexican oil fielé 
under which Sinclair would finance all costs, fro 
drilling to delivery. 


Brass mill subsidiaries of two big copper col 
panies have won price boosts from the O.P.S. Ti 
order will give American Brass Company, affiliate 
Anaconda Copper price ceiling boosts of 114 cents 
pound on the copper content of each product. Cha 
Brass, subsidiary of Kennecott Copper will 
smaller increases. Ceilings for the three big int 
pendent brass companies, Bridgeport, Scovill # 
Revere will be little changed. 
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The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. This service in conjunction with your 
subscription should represent thousands of dollars in value to you. It is 
subject only to the following conditions: 

1. Give all necessary facts, but be brief. 

2. Confine your requests to three listed securities at reasonable intervals. 
3. No inquiry will be answered which does not enclose stamped, self- 


4. No inquiry will be answered which is mailed in our postpaid reply 


5. Special rates upon request for those requiring additional service. 





Affiliated Gas Equipment, Inc. 


“Have higher taxes reduced earnings 
of Affiliated Gas Equipment? Please 
furnish facts and recent sales volume 
and also dividend payments.” 


A. F., Trenton, N. J. 
of Affiliated Gas 





Earnings 





over 1950 figures, before the pay- 
ment of higher taxes, but net earn- 
ings after deducting Federal in- 
come and excess profit taxes of 
55%, were below those of the like 
period last year when tax rates 
were 41%. 

For the first six months of 1951, 
| earnings before taxes amounted 
to $682,238 as compared with 
$680,629 in the corresponding 
period of 1950. After deducting 
the higher taxes, net income was 
$307,007 for the first half of the 
current year, equal after preferred 
dividend to 21¢ a share on the 
1,216,020 shares of common stock 
outstanding. This compares with 
net income of $413,072 or 29¢ a 
share on the 1,209,720 shares out- 
standing at the end of June, 1950. 

During the second quarter of 
1951, Affiliated Gas Equipment 
reported a loss of $98,664, as com- 
pared with net earnings of $260,- 
938 or 19¢ a share on the 1,209,- 
720 shares of common stock out- 
Standing in the like period of 
1950. 

Operations during the first half 
of 1951 ran contrary to the usual 
Seasonal pattern. Heating equip- 
ment manufacturers normally ex- 
Perience poor operations during 
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the first three calendar months of 
the year with improvement in the 
next three months. During 1951, 
however, the first quarter showed 
substantial earnings, while the 
second quarter recorded a moder- 
ate loss. This was attributed to a 
decrease in demand from civilian 
sources toward the end of the 
second quarter, a condition which 
prevailed generally in all con- 
sumer hard goods industries. 


Sales for the first half of 1951 
totaled $16,988,598 as compared 
with $14,650,341 in the same pe- 
riod last year, while sales for the 
second quarter amounted to $7,- 
158,996 against $8,389,515 the 
year before. 

Virtually all of the sales during 
the first six months of the current 
year represented shipments for 
civilian requirements. The major 
impact of defense orders will not 
be reflected in shipments for sev 
eral months, however, shipments 
for defense needs should be ex- 
panded substantially towards the 
end of the year. 

Dividends in 1950 totaled 65¢ 
per share and 50¢ has been paid 
thus far in the current year. 


Bucyrus-Erie Company 


“Please furnish information as to the 
impact of higher taxes on Bucyrus- 
Erie’s earnings this year and also 
please report whether company has 
defense orders.” 


D. B., Bayonne, N. J. 


Operations of Bucyrus-Erie 
Company for the quarter and six 
ended June 30, 


months 1951 


showed continued satisfactory 
progress. 

Net shipments for the quarter 
ended June 30, 1951 were $20,- 
703,529 and for the six months 
period were $38,659,316. This 


‘latter figure compares with net 


shipments for the first six months 
of 1950 aggregating $20,278,494. 

Net earnings for the latest quar- 
ter were $1,739,124, equivalent, 
after preferred dividend require 
ments, to $1.07 per share on the 
common stock. In spite of an in- 
crease in Federal and State income 
and excess profit taxes of over $4 
million, net earnings for the six 
months ended June 30, 1951 were 
equivalent to $2.06 per common 
share after preferred dividend, 
compared with 98¢ per common 
share earned in the corresponding 
period of 1950. 

Under the Excess Profit Tax 
Act of 1950 the company can earn 
about $3.15 per share of common 
stock before becoming liable for 
Excess Profit Tax. Notwithstand- 
ing this, the impact of higher 
taxes on earnings is marked. For 
the six months ended June 309, 
1951, the provision for Federal 
and State income and excess profit 
taxes, based on rates now in effect, 
was $5,271,000, or 61.1% of the 
net income before taxes, compared 
with $1,086,000 or 39.2% of the 
net income before taxes in the cor- 
responding period of 1950. The 
higher Federal tax rate enacted 
in 1950 has caused a very signifi- 
cant increase in a portion of the 
company’s earnings that must now 
be paid out in taxes. 

The Wisconsin Privilege Divi- 
dend Tax, which requires deduc- 
tion from dividend payments of a 
3% tax on that part of dividends 
paid from earnings on business 
conducted within the State, has 
been repealed effective January 1, 
1952. After that date, the com- 
pany’s dividend payments will be 
in full of the amount declared. 

Capital expenditures for the 
first six months of 1951 amounted 
to $1,350,023. The company is con- 
templating further capital invest- 
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inents in the next six months, the 
amount of which cannot be deter- 
mined at this time. 

New orders booked during the 
quarter ended June 30, were sub- 
stantially greater than shipments 
and, in consequence, the already 
large backlog of unfilled orders 
increased. Defense orders for 
small excavators and tractor 
equipment will take a very con- 
siderable part of the output of 
those products during coming 
months. 

Because of the delay in passing 
upon a Defense Production Act, it 
is not possible to determine the 
effects of Government control of 
materials and prices upon opera- 
tions. The company’s products are 
of a nature to make them essential 
to both military and civilian use 
and, for that reason, it is believed 
that sufficient critical materials 
will be made available to keep pro- 
duction at a high level. 

Dividends in 1950 totaled $2.00 
per common share and 80¢ has 
been paid thus far in the current 
year. 


Creameries of America, Inc. 


“Please furnish information as to 
sales and earnings of Creameries of 
America, Inc., for the first half of the 
current year and also give financial 
position and dividends.” 


T. R., Burbank, California 


Sales and earnings of Cream- 
eries of America, Inc., in the first 
half of 1951 were above those 
recorded for the corresponding 
period last year. 

Net sales, in the six months 
ended June 30, 1951, totaled $20,- 
950,684, compared with $18,325,- 
506 in the same period of 1950. 
While higher general price levels 
were a factor in the increase, there 
also was a gain in volume. 

Net income, after all charges, 
was $421,378 for the first half of 
the year, equal to 65¢ per share on 
the 650,000 shares of common 
stock outstanding. For the same 
period of 1950, net income was 
$358,145 or 55¢ per common share. 

Sales in the second quarter of 
1951 totaled $11,114,018 com- 
pared with $9,700,789 in the three 
months ended June 30, 1950. Net 
income in the second quarter of 
this year amounted to $257,484, 
or 40¢ per common share. For the 
corresponding period of 1950, net 
income was $233,373 or 36¢ a 
common share. 

Current assets as of June 30, 
1951, amounted to $8,056.913 and 
current liabilities to $3,238,853. 
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While profit margins, according 
to the president of the company, 
are not high, they are better in 
general than a year ago when 
unreasonable competition was 
common in some of the companys’ 
territory. Another favorable de- 
velopment of the current year has 
been the gradual improvement in 
economic conditions in Hawaii, 
where the company has extensive 
operations. 


Dividends in 1950 totaled $1.00 
per share and 25¢ quarterly has 
been paid thus far in the current 
year. 


Dennison Manufacturing Co. 


“How have saies and earnings of 
Dennison Manufacturing Company for 
the first half of 1951 compared with the 
first six months of 1950? Has the com- 
pany introduced any new products re- 


cently?” 
S. I., Springfield, Mass. 


Consolidated sales of Dennison 
Manufacturing Company for the 
six months ended June 30, 1951 
were $18,231,000 as compared 
with $13,440,000 for the first six 
months of last year. Orders re- 
ceived through May were sub- 
stantially ahead of a year ago, but 
since the first of June have shown 
a marked decrease. 


Consolidated earnings for the 
first half of 1951 were $2,834,000, 
estimated income and excess profit 
taxes were $1,963,000, leaving 
estimated earnings after taxes of 
$871,000, equal to $1.50 earned on 
the common and A stocks. This 
compares with earnings before 
taxes for the first six months of 
1950 of $1,666,000 and income and 
excess profit taxes of $761,000, 
leaving earnings after taxes of 
$905,000 or $1.57 per common and 
A stocks. 


As in the past, the estimate of 
earnings for six months of 1951 
have been computed by applying 
the percentage of earnings, as now 
estimated for the entire year, to 
the actual sales for the first six 
months. The comparable figure for 
1950 was obtained by applying to 
six months sales the actual per- 
centage of earnings for the full 
year. 


Among new products developed 
by Dennison recently, is a two- 
way stretch, cloth-like creped 
paper known as Sterilwrap. Den- 
nison has developed this product 
in close cooperation with the 
Framingham Union Hospital. Be- 
cause of new operating technique 
and improved post-operative 
treatment, hospitals today must 
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wrap, sterilize and store a much 
greater volume of sterile goods 
than they did several years ago. 

For many years muslin has been 
used to wrap sterile packs. This 
material has been increasing in 
cost and becoming difficult to ob- 
tain. Thus the new product of 
Dennison, Sterilwrap, is proving 
less expensive and more efficient 
than muslin. 

Dividends in 1950 totaled $1.05 
per share and 30¢ quarterly has 
been paid thus far in the current 
year. 


C. I. T. Financial Corporation 


“7 hear that C.I.T. Financial Corpora- 
tion earnings in the first half of this 
year showed a decline. Will you please 
give the reason for this decline and what 
the outlook for the company is over the 
balance of the year? Also please give 
whatever other pertinent data you have 
on company’s recent operations.” 


W. L. Bangor, Maine 


C.I.T. Financial Corporation re- 
ported consolidated net earnings 
for the six months ended June 30, 
1951 of $13,757,973, equal to $3.56 
per common share after preferred 
stock dividends, compared with 
$17,146,065 or $4.51 per common 
share for the same period last 
year. The sole reason for the de- 
cline in earnings as compared with 
1950 was the provision for in- 
creased federal taxes. 

According to the President of 
the company, he believes that the 
business of the installment divi- 
sion and the factory. subsidiaries 
will be good for the remainder of 
the year and that consolidated net 
earnings for 1951, although below 
last year’s record figures, will con- 
tinue to be very satisfactory. 

Deferred income and unearned 
premium, amount available for 
future growth earnings, aggre- 
gated $109,164,288 at June 30, 
1951, compared with $113,921,397 
a year earlier and $116,451,802 at 
December 31, 1950. 

Outstanding receivables of all 
subsidiaries at June 30, 1951 ag- 
gregated $1,069,816,419 compared 
with $884,397,433 at June 30, 
950 and $981,660,001 at the end of 
1950. Volume of receivables pur- 
chased by the financing and fat- 
toring subsidiaries during the first 
half of 1951 was $1,986,496,974, 
compared with $1,725,114,555 im 
the like period of 1950. 

Retail motor vehicle installment 
obligations outstanding at June 
30, 1951 amounted to $608,346, 
360 compared with $574,930,990 
at June 30, 1950. 
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A Study of 
Stock Splits 
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which have not yet taken any 
official action but which, on their 
records and position, seem to be 
likely candidates. 

We give herewith a brief sum- 
mary of the prospects for several 
companies. These stocks have at- 
tracted interest in recent months 
and are worthy of the attention of 
investors. 

Atlantic Refining Company is 
one of few among the leading oil 
companies which has not yet split 
its shares though a 20% stock 
dividend was declared in January 
of this year. At the annual meet- 
ing in May, a stockholder pro- 
posed the splitting of the shares 
and though no action was taken, 
it is reasonable to suppose that 
such a course will sooner or later 
be considered by the directors. 
This old company, once rather 
ultra-conservative in its policies, 
has in the past few years greatly 
enlarged its scope, especially in 
expanding its crude oil sources, in 
which it formerly was compara- 
tively deficient. . 

Aggressively pursuing an ex- 
ploration program, Atlantic has 
acquired over 900,000 acres in 
North Dakota, southeast of that 
part of Alberta, Canada, where 
important new oil fields have been 
discovered in the past few years. 
This new acquisition is known 
definitely to possess great prom- 
ise. At the refining end, the com- 
pany is proceeding with its cata- 
lytic unit which is expected to be 
in full operation next year. Also 
natural gas production is steadily 
increasing. 


Recent Earnings 


Profits for the first six months 
of this year were $20.7 millions 
against $17.6 millions for the 
same period of 1950. On a per 
share basis, the figure was natur- 
ally somewhat lower since the 
amount of stock was added to by 
20%. Per share earnings were 
$5.60 a share against $6.27. The 
company will show at least as 
much on the added stock as in 
1950, or in the neighborhood of 
$11 a share. 

On this basis. Atlantic Refining 
shares do not appear to have fully 
discounted the strong upward 
surge in earnings and the com- 
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pany’s steady gain in its physical 
and financial aspects. A split-up 
would definitely seem to be war- 
ranted. 

Consolidated Mining & Smelt- 
ing Company of Canada, Ltd., the 
largest producer of lead and zinc 
in the world, is selling at a price, 
approximately 145, which strong- 
ly suggests that this stock will 
be split. Canadian Pacific owns 
about 51% of the stock, 1,682,500 
shares of the 3,276,329 outstand- 
ing, and will have a determining 
voice in deciding on any change in 
the capiltalization. In this respect, 
it is worth noting that the undis- 
tributed surplus amounts to $66.3 
millions so that a substantial per- 
centage of this amount could 
easily be transferred to capital 
account through a stock split-up, 
finally giving recognition to the 
enormous accretion to the com- 
pany’s assets over many years. 

Consolidated Mining, though a 
prime factor in the lead and zinc 
industries, is also heavily engaged 
in the manufacture of fertilizers. 
The company is an important pro- 
ducer of sulphuric acid, in such 
great demand these days. It is also 
a growing power company and is 
constantly expanding its field of 
operations in this respect. At the 
present time, it is investing some 
$35 millions in new major proj- 
ects, including modernization of 
its lead smelter, phosphate ferti- 
lizer plant and power transmis- 
sion lines. The company’s earn- 
ings in recent years have been 
very large amounting, before de- 
pletion, to $11.45 per share in 
1947; $16.77 in 1948; $12.77 in 
1949; $12.59 in 1950 and an esti- 
mate for this year comes to about 
$14 a share. Dividend payments, 
including extras, have been at the 
rate of $5 semi-annually. 

United States Gypsum Com- 
pany is another of the very large 
American corporations which has 
built up an enormous surplus over 
a period of years and has yet to 
adjust its capital account in offi- 
cial recognition thereof. At pres- 
ent, earned surplus is $94.8 mil- 
lions against 1,599,752 outstand- 
ing shares of $20 par value stock. 
The stock which is selling around 
114 could easily be doubled. Ow- 
ing to the fact, however, that 
second quarter results may not be 
quite as favorable as the first half, 
on account of Government restric- 
tions in the home-building indus- 
try, it is possible that any split-up 
may be deferred until next year. 

The company is by far the 
largest factor in building mate- 
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rials which has gypsum for a base, 
and its ramifications extend int, 
practically every form of cop. 
struction. In 1950, it earne 
$16.70 a share and it is estimate; 
that 1951 earnings will be around 
$12.50-$13.00 a share, the drop 
being almost entirely accountel 
for by the heavy inroads of in. 
come taxes. Financial position is 
very impressive with net current 
assets at $111.6 millions against 
net current liabilities of $395 
millions of which not less than 
$28.1 million is accounted for by 
income taxes, Federal and Can. 
adian. 
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The deposit found by U. S. Steel 
in Venezuela is estimated to con- 
tain a billion tons of the riches ¥ 
ore ever found and this is a reserve 
as great as the entire Mesabi 
Range. It must be kept in mind 
however, that while these foreign 
“finds” of ore improve the position 
of the steel industry over the 
longer term, as a matter of im. 
mediate help they don’t amount to 
much because it will take from 
three to five years to beat the en- 
gineering andtransportation prob- 
lems involved in bringing out any 
substantial production from thes 
backward areas. During the pres 
ent capacity build-up, the industry 
can only husband remaining ort, 
make use of second grade ores ani 
develop taconite processes. This 
means that costs are almost sur 
to rise and rebound against eart- 
ings potentials. 

Taking the steel share marke 
as a whole, from the inception 0 
the current bull market, sted 
stocks have evidenced a_ fairl 
broad advance but in _ recell 
months, market action has betl 
characterized by hesitancy all 
they have not exhibited any ag 
gressive market leadership. + 
the present moment, the group} 
selling about 12% off from th 
1951 group high. We doubt thai 
this has been caused by the aver 
age investor’s assessment of thf 
internal operating factors whic 
may tend to limit expansion all 
thus profits; rather it may be du 
to doubt about the permanency of 
current and indicated highly satis 
factory profits. 

No one can say that current le 

(Please turn to page 632) — 
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Hitching posts, lining a typical, early- The Gulf Oil Companies are frankly 
1900 street, are a fair indication of pub- __ proud of their contributions to both. 
lic confidence in the early motor car. A 

horse was more reliable! 


What a long way the automotive in- 
dustry and its partner, the oil industry 
have come in the past 50 years. 


In their comparatively short history, 


they have risen to rank among the fore- PETROLEUM * PRODUCTS 


most of American industrial giants. 


GULF OIL CORPORATION GULF REFINING COMPANY 
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els of steel sales are either tempo- 
rary or permanent in nature but it 
is apparent that high level busi- 
ness will continue for the foresee- 
able future. Also, because of the 
military bite into steel supplies, 
the economy is bound to build up 
a pool of unsatisfied civilian de- 
mand which will enter into the 
steel demand picture sooner or 
later. Additionally, it must be re- 
alized that the American economy 
evidences a strong growth trend 
and normal demand for steel is 
consequently certain to increase 
substantially over former norms. 
Thus in any “normal” economy 
which might follow the current 
emergency, the enlarged steel ca- 
pacity may be fairly readily ab- 
sorbed. 

Taxes, of course, are a vital con- 
sideration. They bear heavily on 
the steel companies and a success- 
ful expansion program seems the 
only way to mitigate, in any way, 
their debilitating effects. There is 
a ray of light in the tax picture. 


A very large portion of the cur- 
rent expansion is covered by Cer- 
tificates of Necessity under the 
accelerated amortization provi- 
sion of the current tax bill and 
this gives the industry an imme- 
diate advantage but it also has the 
effect of understating current 
profits. 

Additionally, many of the steel 
companies have been accruing 
taxes at rates in excess of require- 
ments under the present law, 
pointing to possible tax adjust- 
ments later on. Moreover, because 
of their high capital investment, 
they enjoy a substantial EPT ex- 
emption base. Still expansion and 
sales remain the industry’s key- 
note, as little can be expected in 
the way of increasing steel prices, 
since, officially, steel prices are 
fixed. 

Last year the steel companies, 
reflecting about one-half year’s op- 
erations under EPT, managed to 
turn in a creditable earnings rec- 
ord. A composite income state- 
ment for 49 companies which ac- 
count for more than 90 per cent of 
steel production reveals revenues 
of nearly 9,400 million, an increase 
of 26 per cent over the prior year. 
Net profits totaled 750 million, an 
increase of 42 per cent. Employ- 








MORGAN STANLEY & CO. 


GOLDMAN, SACHS & CO. 
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This announcement is neither an offer to sell nor a solicitation of an offer to buy any of these 
Shares. The offer is made only by the Prospectus. 


125,000 Shares 


Spencer Chemical Company 
4.50% Cumulative Second Preferred Stock 


(Par Value $50 Per Share) 
Convertible prior to September 15, 1961 


Rights, evidenced by subscription warrants, to subscribe for these shares 

have been issued by the Company to its Common Stockholders, which 

rights will expire at 3:00 o’clock P.M. Eastern Daylight Saving Time on 
September 11, 1951, as more fully set forth in the Prospectus. 


Subscription Price $50 a Share 


and accrued dividends 


During and after the expiration of the subscription period, the several 
underwriters may offer shares of Cumulative Second Preferred Stock at 
prices which will not be below the Subscription Price set forth above less, 
in the case of sales to dealers, the concession allowed to dealers, and not 
more than the highest known price at which the Cumulative Second Pre- 
ferred Stock is being offered in the over-the-counter market by other security 
dealers concurrently with the offering by the underwriters, plus accrued 
dividends and an amount equal to any concession allowed to dealers. 


Copies of the Prospectus may be obtained from only such of the undersigned 
as may legally offer these Shares in compliance with the 
securities laws of the respective States. 


BLYTH &CO.,INC. EASTMAN, DILLON & CO. THE FIRST BOSTON CORPORATION 


MERRILL LYNCH, PIERCE, FENNER & BEANE 
STONE & WEBSTER SECURITIES CORPORATION 


GLORE, FORGAN & CO. 


HARRIMAN RIPLEY & CO. 
Incorporated 
SMITH, BARNEY & CO, 


WHITE, WELD & CO. 
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ment costs came to $3,100 million 
and taxes rose to $896 million, 
with federal income taxes repre. 
senting $765 million, an increase— — 
of 103 per cent over 1949. On the F 
average, steel companies earnings 
amounted to 8 cents on each dollar 
of sales or an increase of 0.9 cent 
over the 1949 return. Dividends 
represented 3.3 cents on each sales 
dollar compared with 2.9 cents in 
1949. 


Profit Margins 


Since the excess profits tax was 
only effective for half of last year, 
its full impact wasn’t clearly dis. 
cernible in full-year statements, 
Examining net profit margins 
shown in the accompanying tabu- 
lation, it will be seen that they 
averaged about 8 cents for each 
dollar of sales in 1950. First half 
results for this year, however, in- 
dicate that the average net mar- 
gin has shrunk to about 7 cents on 
each sales dollar. This represents 
a decline of roughly 15 per cent on 
the average. This trend will be. 
come more acute in the second half 
when the presently debated tax 
bill becomes law. While there have 
been roll-backs in the price of 
scrap and imports, such as tin, are 
sharply lower in price, indicating 
a possible stabilization in steel ste 
makers’ costs, there have been in- 
dications that labor costs may rise 
further. If so, this would portend 
an additional margin squeeze un- 





rr 


increases. 

The narrowing trend of profit 
margins is clearly outlined in sec- 
ond quarter results. Second quar- 
ter results of the top ten steel con- 
panies reveal that their earnings 
gained 8.6 per cent over first qual- 
ter profits but they were 30 per z= 
cent below a year ago. Dollarwise, 
earnings are still excellent since 
they reflect higher volume of op- 
erations and expanded capacity. 
Production and shipments during 
the recent half year were 11 pe 
cent higher than last year’s all 
time record but the ominous point 
is that Federal income taxes wert 
more than 100 per cent higher. 

The ameliorating effect of in 
creasing sales, in relation to taxes f 
is clearly illustrated by consider- 
ing the results of several large 
steel firms. In 1950, the tax burdet 
of U. S. Steel, which accounts fo! 
about one-third of the entire 1 
dustry’s production, amounted t0 
10.3 cents of each sales dolla! 

(Please turn to page 634) 
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COMMERCIAL SOLVENTS CORPORATION sales for the first half 
of 1951 totaled over $30 million, approximately twice the figure for 


the same period a year ago. 


EXPANSION PROJECTS for which Certificates of Necessity have 


been received amount to over $22,000,000. 


AT STERLINGTON, LA., the construction of new facilities will double 
the plant’s present production of ammonia and methanol and previde 
a new unit for making ammonium nitrate, one of the most popular 


forms of nitrogen for use in the fertilizer industry. 


THE NEW 12 MILLION dollar dextran plant being built in Terre 
Haute, Ind., will have an initial annual production rate of one million 
pints of Expandex, CSC’s trade name for its dextran product. Known 
medically as a plasma volume expander, Expandex is valuable in the 


treatment of shock, hemorrhage, burns, and surgery. 


CHANGES AND ADDITIONS are being made to the penicillin and 
bacitracin plants in Terre Haute to increase production of these 
antibiotics. Several new fermenters are now in operation and the 


remainder of the units will be in production before the end of the year. 


IN ADDITION to these projects, applications are pending for the 
expansion of facilities to increase the output of other chemicals, drugs, 


and agricultural products. 


COMPLETED is the first unit of the new plant at Sterlington to pro- 


duce nitrogen solutions for the fertilizer industry, and first shipments 


to customers are now being made. The second unit of this plant is 


cD 


expected to be ready early in 1952. 





4) COMMERCIAL SOLVENTS CORPORATION « 17 East 42nd Street, New York 17, N. Y. 
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while in the first half of this year 
it increased only to 10.04 cents per 
dollar of sales. Bethlehem’s tax 
came to 9.8 cents per dollar of sales 
in last year’s first half and this 
was increased to 9.9 cents, while 
Republic Steel paid 8.9 cents out 
of each dollar of sales last year in 
taxes compared to 11.1 cents of 
taxes accrued per sales dollar in 
this year’s first half. 

Everything considered, steel in- 
dustry prospects are fairly bright. 
Emphasis on output should lead to 
at least a 10% gain in tonnage for 
the full year, with at least a 16% 
gain in dollar sales, and the result- 
ant advance in operating income 
should not be less than 10%. Profit 
margins will be squeezed, how- 
ever, by taxes and other cost pres- 
sures, and net profits will also re- 
flect higher accelerated amortiza- 
tion charges. But final net profits, 
on the whole, should not be much 
below 1950 levels even after 
higher taxes. Most steel companies 
should be well able to maintain 
dividend rates despite heavy out- 
lays for expansion. A few may in- 
crease total payments. 

In the circumstances, steel 
shares can be regarded as moder- 
ately priced at current market, in 
relation to indicated earnings po- 
tentials. Current prices can be said 
to have fairly well discounted any 
adverse factors inherent in the 
steel picture—at least as far as the 
foreseeable future is concerned. 





The Fascinating Story 
of Chemistry’s Progress 





(Continued from page 609) 


of sulphur whose stocks are in 
hands of the public. Recent dis- 
coveries in Louisiana have raised 
hope of prolongation of life of re- 
serves of Freeport. All indications 
point to strong demand for output 
as far ahead as can be seen. Price 
stability has been outstanding 
characteristic of this industry. In- 
asmuch as production of sulphur 
remains relatively simple and in- 
expensive, these companies seldom 
have found it necessary to raise 
prices to counteract costs or to 
lower quotations to stimulate 
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sales. Managements have main- 
tained rather liberal dividend 
policies. 

Union Carbide & Carbon is re- 
garded as one of principal factors 
in petro-chemicals. Progress in 
petroleum has contributed an ele- 
ment of diversification and prog- 
ress unobtainable in industrial 
gases and welding chemicals. 
Products going into plastics, tex- 
tiles and anti-freeze solutions have 
accounted for a substantial en- 
largement of sales. Expansion in 
this direction has greatly bolstered 
the non-cyclical aspects of the 
business. The company is regarded 
as a leader in production of raw 
materials used in production of 
plastics. Reflecting high rate of 
activity in steel and metal cutting 
trades, where industrial gases are 
used in large quantities, as well as 
growing demand for detergents, 
synthetic textiles and other deriv- 
atives of petro-chemicals, Union 
Carbide is experiencing a banner 
year. 

Perhaps a word should he said 
about Virginia-Carolina Chemical, 
an old line fertilizer producer 
which has made outstanding prog- 
ress in recent years in attempting 
to broaden its activities and re- 
duce its dependence on agriculture. 
Development of new chemicals 
used in the textile industry has 
opened a broad field that may lead 
to promising growth. Increased 
demand for sulphuric acid, phos- 
phates and insecticides this year 
has contributed to rebound in 
earning power. Although large ac- 
cumulation of unpaid preferred 
dividends precludes distributions 
on common, holders’ continue 
hopeful of possible formulation of 
recapitalization plans under which 
arrears might be liquidated. 
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inventory losses and better peace- 
time profit margins resulting from 
better cost controls. In a word, 
synthetic will improve the stock- 
holders’ profit potential. 

Greater use of synthetic rub- 
bers is not the only means by 
which the industry has sought to 
remove its inherent instability. 
Product diversification has been 
pushed by every research labora- 
tory in the trade. Footwear, gar- 
den hose, gloves, upholstery mate- 
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rials, shower curtains, industria] 
belting, rubber yarns, blends of 
plastics and rubber, (the latter re. 
placing metals and such products 
as machine gears and bearings, 
pump parts, dies and jigs and go 
on), conveyor belts, rubber pave. 
ment and foam and sponge rubber 
are just a partial list of the way in 
which the rubber industry has fled F 
from the old handicap of being 
two-thirds dependent upon thef 
automotive industry. Of course, 
the current defense build-up and 
the demands of the Korean war re- 
quire rubber products other than 
auto and truck tires alone. Mili-f 
tary business probably takes about f 
10 per cent of the production off 
the rubber companies, at the pres. 
ent time. Such diverse military 
rubber requirements include self- 
sealing fuel cells for airplanes, 
vast amounts of rubberized pro. 
tective clothing, inflatable vests, 
insulated wire, aircraft seats, col- 
lapsible storage tanks, life rafts, f 
tank tracks, flying suits, rubber 
suits for underwater demolition 
teams and even small rubber 
“igloos” for the protection off 
radar equipment and troops in the 
arctic climates. There appears lit-f 
tle doubt that the rubber comnany 
stockholder can anticipate a great 
portion of his profits from sources 
which the rubber companies never 
thought likely a decade ago. The 
rubber industry now qualifies as 
a growth industry, particularly 
since its synthetic product in som 
ways may be regarded as being 
akin to a plastic. Furthermore 
shareholders in this vital industry 
can anticipate its gradual stabil- 
zation and consequent improve 
ment in investment merit, with 
betterment of dividend and eart- 
ings records. 

As has been pointed out, the 
trend toward higher earnings ha 
been in progress for some time. A 
composite earnings picture of the 
“Big Five” rubber companies re 
veals that earnings for the firs 
half of this year are up about 8 
per cent compared with the firs 
half of 1950. Pricewise, this com: 
posite picture shows that the com 
mon shares of these companit 
are selling at very nearly thelg 
“highs” for this year, in fact onl 
five per cent away from thos 
highs. On the basis of estimate 
1951 dividends, the composit 
“Rig Five” companies yield abot! 
a 5.60 per cent return and are sé! 
ing at 5.9 times 1950 earning! 
Thus, while the shares are not 0! 
the “bargain counter” in relatio 
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Wy In the rough and tough mining industry, 
it takes real men to stand up under the 
many punishing conditions of underground work. 

That goes for the equipment they use, too. 
Electrical cable, for instance, which carries power 
through the mine to most coal mining machines 
today, undergoes the most grueling kind of serv- 
ice imaginable. 

Hazard Mining Cables, specially developed for 
this service by the Hazard Division of The 
Okonite Company, carry electrical power for all 
types of electrified mining requirements. In the 
more than 50 years they have served the mining 


and other electrified industries, rugged Hazard 
Mining Cables have earned an outstanding rep- 
utation for long, safe, economical service. 
* * * 

The Hazard Division is one of three Okonite plants 
manufacturing insulated wires and cables for electri- 
fied industries of all types. Each of these specializes 
in its own field of electrical cable: The Hazard Divi- 
sion of Okonite, at Wilkes-Barre, Pa.; The Okonite- 
Callender division in Paterson, N.J.; The Okonite 
plant at Passaic, N.J. Together, these three plants 
constitute the largest independent cable company 
in the United States. 


THE BEST CABLE iS YOUR BEST POLICY 


insulated wires and cables 





to reduce costs 


CLARK 


EQUIPMENT 


for materials 
handling 


Many re-handlings 
eliminated 

Storage capacity 
multiplied  . Acci- 
dents reduced . 
Production Costs slashed! 
All these benefits are 
“sure things” when you 
use Clark Equipment. 
It’s a practical, money- 
saving solution to the 
critical manpower problem 
—because it gives more 
power to Manpower! Gives you better 
satisfied employees, too. Consult the 
Clark dealer—see the Yellow Pages-of 
your Phone Directory; or write us direct. 
Clark Equipment Company, Battle 
Creek, Michigan. 


Products of CLARK 
EQUIPMENT 


TRANSMISSIONS — AXLES — AXLE HOUSINGS 
for Trucks, Buses, Industrial and Farm Tractors — 
FORK-LIFT TRUCKS — POWERED HAND TRUCKS 
and INDUSTRIAL TOWING TRACTORS for 
Materials Handling. RAILWAY CAR TRUCKS for 
Suburban, Street and Elevated Railway Cars. 















CORPORATION OF AMERICA 
180 Madison Avenue, New York 16, N.Y. 


HE Board of Directors has this dav 
declared the following dividends: 


4%% PREFERRED STOCK,SERIES A 


§ The regular quarterly dividend tor 
the current quarter of $112'% per 
share, payable October 1, 1951, to 
holders of record at the close of busi 


ness September 7 1951 


7% SECOND PREFERRED STOCK 
The regular quarteriy dividend tor 
the current quarter of $1 7§ per share 
payable October 1, 1951, to Folders of 
record at the close of business 
September 7, 1951 

COMMON STOCK 
75 cents per share, payab.e Septem- 
ber 22, 1951, to holders of record at 
thecloseofbusinessSeptember7,1951 


~ R. O. GILBERT 
Secretary 
August 28, 1951. 
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to recent statistical measuring 
sticks, neither are they over- 
priced. 

Examination of the accompany- 
ing tabulation reveals an earnings 
pattern which is becoming char- 
acteristic of industries holding 
substantial volumes of war con- 
tracts under the present semi-war 
economy. It will be noted that 
first-half sales show gains wrksch, 
if carried through the second half, 
will result in new sales records for 
1951. However, the net profit mar- 
gins evidence the narrowing ten- 
dency of Government business 
and rising costs and taxes. Aver- 
aging the results indicated in the 
tabulation, it is evident that the 
scheduled companies earned 5.5 
cents on each sales dollar in 1950 
but that this was reduced to net 
earnings of 4.2 cents on each sales 
dollar in 1951’s first half. 

As a result of this progressively 
narrower profit margin dollar 
profits can be expanded only by 
an increasing volume of business. 
Of notable significance is the fact 
that a large proportion of Gov- 
ernment defense business can be 
handled without requiring con- 
version of facilities. This is an 
important savings to the rubber 
business. Secondly, while a shrink- 
age in the civilian tire business 
will occur because of production 
restrictions on the automotive 
business and because of the slump 
in new car demand, military re- 
quirements will go far to take un 
this gap in volume. 


Big Market for Non-Tire Lines 


As for the non-tire diversified 
lines, high civilian demand should 
continue as a result of high con- 
sumer incomes sparked by defense 
activities. This will be limited 
only by available rubber supplies 
but inasmuch as supplies of syn- 
thetic rubbers are increasing, it is 
entirely conceivable that the in- 
dustry will be able to meet civilian 
demand in this section of the in- 
dustry. 

While taxes bear heavily upon 
the industry, the rubber com- 
panies are in a relatively favor- 
able position with a good earn- 
ings record during the EPT base 
period, plus a reasonably large in- 
vested capital base. Dividends will 


THE MAGAZINE OF WALL STREE! 





probably be slightly higher than 
1950 disbursements. ; 

While the industry is still spec. 
ulative in nature, we think that it 
is showing favorable signs of im. 
proving its investment status, The 
intensified use of synthetic rubber 
and the increasing element of 
diversification all point to more 
stability for the industry with 
consequent benefits for the stock. F 
holder. 
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almost 12%, on top of a steady 
annual increase from 1941. Inf 
1951, it is estimated that def 
mand will rise by another 8%-f 
10%, adding up to the enormous 
increase of 20% in two years. Itf 
is estimated that last year’s risef 
in demand amounted to 600,000 
barrels daily and that this years 
Increase will be 700,000 barrel 
daily. Based on these figures, the 
industry will have to spend al- 
most $3 billion for development 
and capital improvements in 1952.F 
Actual daily consumption has 
now risen to an estimated 7,100, 
000 barrels, without including ex- 
ports. At the end of the war, con- 
sumption amounted to less than 
5 million barrels daily. Tradi- 
tional problems of over-supply 
which once plagued the industry, 
no longer are operative. Actv- 
ally, despite the enormous output 
there is a comparatively small = 
margin between domesticcapacity F ja, 
and steadily mounting require-§ the 
ments. Though production haf cove 
kept pace, it is obvious that fur-f glass 
ther plant expansion is necessary T 
and, consequently, under present chen 
and prospective conditions, over- Ame 
supply does not seem likely. — 
In this connection, it is pert: funy 
nent to recognize that the industty Ff depe 
has been favored by stable prices mace 
and that the better control overf even 
costs afforded by this factor has Ch 
been reflected in improved profit 
margins. The price of crude oil 
is virtually frozen at present lev- 
els of $2.40 per barrel (mid-cot- 
tinent). On this basis, the average 
gross margin which was about BF 
cents per barrel in the early part 
of 1950 has now risen to abou! 
$1.13 a barrel. Examination 0! 
the accompanying table will show 
that the net profit margin has it- 
(Please turn to page 638) 
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Less than 200 years ago, in a gloomy 
laboratory in England, Joseph Priestley, 
the “father of modern chemistry,” dis- 
covered oxygen with the aid of a sealed 
glass and a candle. 

Today—in the age of atomic energy — 
chemistry has come a long way. But 
America’s greatest progress began little 
more than a generation ago. 

During World War I, it became pain- 
fully obvious that we had been too long 














JOSEPH PRIESTLEY (1733-1804). 


Of candles and chemistry... 


more self-sufficient in the whole field of 
chemistry. 

It was with this in mind that Allied 
Chemical & Dye Corporation was 
formed, in 1920, through the consoli- 
dation of these five companies: 

The Barrett Company 

General Chemical Company 

National Aniline & Chemical 
Company, Inc. 








ATOMIC EXPLOSION AT BIKINI. 


become self-sufficient in the chemicals 
needed for virtually every basic industry 
in America. 

Since 1920, Allied has built a world-wide 
reputation for quality products, and con- 
tributed importantly to the advance of 
American chemistry through research 
and improved manufacturing techniques. 

In today’s atomic age, Allied’s inte- 
grated production will stand America in 
better stead than ever—by providing a 
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creased substantially over former 
ratios. 

Earnings for the industry in the 
first haif were approximately 40% 
above the same period last year. 
Second quarter profits were uni- 
formly larger and the trend for 
the balance of the year seems well- 
established on the up side. 

Cost of operations are naturally 
rising owing to greater material 
costs, especially that of drilling 
and the higher labor rate, though 
wages are not, comparatively 
speaking, a large item in this in- 
dustry. In this connection, in- 
creased charges for depletion, de- 
preciation and intangible drilling 
costs are also a factor, in addi- 
tion to the cost items already men- 
tioned. It must be borne in mind 
that different companies follow 
different accounting systems in 
estimating costs and, in many 
cases, where intangibles are de- 
ducted from income as a running 
expense, the earnings statements 
may give a more conservative pic- 
ture than is actually the case. 

Of course, income taxes are 
higher as they are for all industry 
but the oil industry is in an ex- 
ceptionally favorable position on 
account of the high depletion al- 
lowance of 2714%. Additionally, 
the excess profits tax does not play 
such a role as in most other in- 
dustries. In any case, rising taxes 
are being conveniently absorbed 
by the steadily increasing sales. 


Rising Dividends 


It is true that capital disburse- 
ments are steadily increasing both 
as to new drilling and new plant, 
but dividends are also increasing 
proportionately as a result of the 
mounting earnings. For the first 
quarter of 1951, net income of 
thirty large oil companies was 
$488 million against $321 in the 
same perlod last year. In the sec- 
ond quarter, net income amounted 
to $511 million against $385 mil- 
lion in the same period of 1950. 
Net income for the first half of 
1951 was 41.4% higher than in 
1950. 

While the latest developments 
in crude oil production all over the 
world attract the greatest atten- 
tion, other current salient features 
are of importance. In the natural 


638 


gas branch of the industry, great 
expansion has been for years a 
steadily growing long-range fac- 
tor. Natural gas, of course, is sup- 
plementary to oil, but new uses, 
especially in chemicals, are ex- 
panding its horizon. The oil com- 
panies own most of the natural 
gas resources and, of course, bene- 
fit from the latest expansionary 
tendencies. Other technological 
developments are in process of 
maturing, especially in the virtu- 
ally new industry of synthetic or- 
ganic chemicals which is of grow- 
ing importance to textiles, solv- 
ents, plastics and explosives. Men- 
tion should also be made of the 
growing importance of diesel fuel 
oils which are meeting a rising de- 
mand from both railroads and 
industry in general. 


Improved Position of Refiners 


The refining end of the industry 
is in the midst of a major change 
in basic engineering, and new 
methods will have extremely far- 
reaching effects. Applying new 
chemical engineering principles 
in the separation of crude oil into 
more usable components has 
transformed the purely refining 
operation into a highly complex 
and technical manufacturing op- 
eration. This improves the posi- 
tion of the refining end of the 
industry with respect to obtaining 
an increased yield of more valu- 
able products and better utiliza- 
tion of by-products. Consequently, 
increasing commercial catalytic 
cracking is becoming the para- 
mount technique in the industry. 
This naturally demands greater 
capital investment but at the same 
time increases refining flexibility 
and affords a greater yield of 
high-quality lucrative products. 

Essentially, the three immedi- 
ate basic factors in making for 
increased earnings are: (1) crude 
oil production and refining at ca- 
pacity levels to meet record de- 
mand; (2) stability in prices, and 
(3) increased earnings from for- 
eign sources. These conditions 
should continue to prevail and 
will bring the industry into 1952 
in the most prosperous condition 
in its history. 

Practically all of the important 
companies have been able to im- 
prove their earnings as indicated 
by first half reports (see table). 
Estimates for the second half are 
favorable, but heavier tax loads 
will prevent as great an increase 
as in the first half. Actually, sec- 
ond half increases are likely to be 
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very moderate on a per share ba- 
sis. Estimates for the full year’s 
per share earnings show 1951 re- 
sults as compared with actual 
earnings 1n 1950, approximately 
as follows for the companies 
given: Continental Oil, $4.50 
against $4.36; Gulf Oil, $5.00 
against $4.90; Phillips Petroleum, 
$4.50 against $4.86; Socony-Vac- 


uum, $4.50 against $4.03; Stand- | 


ard Oil of California, $5.30 
against $5.26; Standard Oil of 
Indiana, $8.50 against $8.09; and 
Standard Oil of New Jersey, $7.25 
against $6.74. 

Though these increases may not 
seem large, it must be remen- 
bered that most other industries 
will actually show declines in the 
second half, owing to the pressure 
of rising taxes, so that the petro- 
leum group makes a favorable 
comparison. As stated previously, 
the oil industry is favored by a 
high excess profits exemption and, 
more important, a large allow- 
ance (2714%) for depletion, thus 
reducing the impact of high taxes. 

While the condition of the in- 
dustry is exceedingly prosperous 
and is likely to remain so for an 
indefinite period, investors must 
bear in mind that oil stocks, as a 
group had almost uninterrupted 
advances in the past two years, 
especially in the past year. Exam- 
ination of the market record of 
the oil group and of leading com- 
ponents within the group reveals 
the extent of this advance. 

At the low of 1950, The Maga- 
zine of Wall Street’s index for 29 
Petroleum stocks stood at 243.0 
against the recent index figure of 
411 with a high for 1951 of 418.9. 
418.9. 

This is an exceedingly large ad- 
vance, representing a gain of 
about 70%. The Magazine of Wall 
Street’s Combined Average (334 
stocks) showed a gain of about 
40% during this period. Obvi- 
ously, the oil shares far  out- 
stripped the general market. Only 
the chemical group gave a com- 
parable performance in recent 
months. 

Some astonishing gains oc- 
curred among leaders in the oil 
group. Thus Gulf Oil rose from a 
low (adjusted price) of 2954 toa 
high of 527%; Standard Oil of 
New Jersey (adjusted price) 
from 33 to 7034; Texas Company 
(adiusted price) from 295% to 
5214; Phillips Petroleum (ad- 
justed price) from 283/, to 4934, 
and Socony-Vacuum from 16 to 
353”. These individual gains are 

(Please turn to page 640) 
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HOW CHRYSLER CORPORATION 
DEVELOPED MORE EFFICIENT CAR ENGINES 


The engineering story behind high-compression’ power plants 
that squeeze more power and performance from fuel 








Charles Kerlee, official Navy photographer 
in World War II, brings this behind-the- 
scenes picture story from Chrysler Corpora- 
tion —the story of great engines that offer 
brilliant performance in the new Plymouth, 
Dodge, De Soto and Chrysler cars. 





NEW TYPE OF ENGINE; the 180-hp. FirePower. Engineer Philip M. 
Rothwell points to dome-shaped combustion chamber developed 
by Chrysler to squeeze more power from each drop of gasoline. 
The FirePower, like every Chrysler Corporation engine, runs 
brilliantly on regular fuel. Chrysler high-compression engine 
research and development began in 1924, is reflected in today’s 
powerful Plymouth, Dodge, De Soto and Chrysler cars. 





NEWEST “GETAWAY” TEST helps measure engine response. 
When this Plymouth Cranbrook starts forward, the long 
tape runs through an electronic machine which mea- 
sures how far the car moves in each 1/30th of a second. 
Constant testing leads to superior performance in all 
Chrysler-made engines. from the new and sensational 
Chrysler 180-hp. FirePower to the 97-hp. Plymouth 
engine with its high 7.0 to 1 compression ratio. 


CAR WITH 9 GAS TANKS. This unique test helps engineers 
make engines use fuel more efficiently. Each of this 
De Soto’s 9 special tanks feeds gasoline to the engine 
at certain speeds, while electronic machines record 
exact amount of gas used. With this information, 
Chrysler Corporation engineers can improve carburetors 
to give best performance at speeds most people drive. 





( H 4 SLER F 0 R p 0 R AT | 0 N engineers and builds PLYMOUTH, DODGE, 
Y DE SOTO, CHRYSLER CARS & DODGE TRUCKS 


Chrysler Marine & Industrial Engines ° Oilite Powdered Metal Products ° Mopar Parts & Accessories ° Airtemp Heating, Cooling, Refrigeration ’ Cycleweld 
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all the more noteworthy since they 
occurred in a comparatively brief 
space of time. 

Reflecting their increased pros- 
perity, oil companies have raised 
dividends, either in the regular 
rate or through payment of ex- 
tras. A number of the higher 
priced shares have been split. 
Cash dividends in 1950 for the 
thirty leading companies were 
$686 million, the largest in their 
history, but will increase further 
this year to an estimated total of 
at least $750 million. 

In estimating probable future 
market action, it must be remem- 
bered that individual stocks have 
risen to such a point where in- 
come return in most cases, even 
after higher dividends, is quite 
low, so that from an income view- 
point, purchase at this time hardly 
seems to offer any especial advan- 
tages. For those who purchased 
these securities when prices were 
much lower, the income return is 
naturally much more satisfactory. 
However, these more fortunate in- 
vestors must take into considera- 
tion the very high level of oil 
share prices and that this group 
could have an important correc- 
tion without altering its favorable 
long-range prospects. In these 
cases, decision as to what action 
should be taken will rest with the 
individual, of course, and will de- 
pend on his specific requirements. 
New purchases, it seems to us, 
should be deferred until a more 
favorable buying opportunity is 
presented. At any rate, selectivity 
has become a far more important 
factor and will remain so in com- 
ing months. 





Making Peace with Japan 





(Continued from page 604) 


in the value of exports. As a cot- 
ton textiles exporter, Japan is 
once more in the lead, replacing 
Great Britain. Lucrative markets 
for Japanese rayons have been de- 
veloped in Africa and the Near 
East. 

Further expansion of produc- 
tion is now dependent on modern- 
ization of plant and equipment 
which is worn out and antiquated, 
and on further additions. With 
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some 70 per cent of her wealth 
lost in the war, plant equipment 
bombed out or melted down (in 
textile plants), Japan’s crying 
need today is capital. Most of the 
earnings are being plowed back, 
but the overall capital creation is 
not large, for Japan is a poor 
country. Bank credit is kept down 
(interest rates of 10% or more 
on first class loans are nothing un- 
usual) because of inflationary 
pressures. 

A trickle of American capital 
has been flowing into Japan for 
hydro-electric development (chief 
energy source for industries) and 
for building up inventories. Kai- 
ser-Fraser, Merck, Tidewater Oil, 
Goodrich, and Remington Rand 
are among the American corpora- 
tions with new “tie-ups” with 
Japanese firms. Standard-Vacu- 
um, Singer Sewing Machine, Na- 
tional Cash Register and others 
have prewar tie-ups. Currently 
Japanese stocks may be bought 
for a few pennies. The scope for 
appreciation is tremendous, pro- 
vided the international situation 
does not deteriorate and the prob- 
lems of taxation and remittability 
of earnings are settled favorably 
from the viewpoint of the inves- 
tor. The tax laws are unfortun- 
ately discriminatory against 
aliens. 

The signing of the treaty will 
leave many problems unsolved. 
One of the questions is whether 
the “Americanization” of Japan 
will last. Will the reforms carried 
out under the benevolent, mis- 
sionary-like rule of the SCAP 
stick? These reforms among oth- 
ers include the breaking up of the 
monopolistic zaibatsu holding 
companies by which some 10 fam- 
ily corporations controlled nearly 
90% of Japanese industrial, com- 
mercial and financial enterprises ; 
the much needed land reform; the 
reorganization of fisheries rights, 
and the freedom of workers to or- 
ganize into unions. 

The answer is difficult. The 
Japanese people have shown un- 
bounded eagerness to follow in the 
footsteps of their “conquerors,” 
but often without much under- 
standing why certain things were 
done. The result has been a great 
deal of confusion. It is almost cer- 
tain that as the country regains 
its sovereignty, some reforms will 
be modified. The extreme right- 
wingers among businessmen have 
been arguing against the anti- 
monopoly laws and are claiming 
that there is too much competition 
and that the wages are too high 
for Japan to export successfully. 





Some of the hard rules set down 
by the Dodge Mission two and a 
half years ago to keep the yen 
stable may be relaxed, but it is 
unlikely that sovereign Japan will 


_pursue deliberately inflationary 


policies. However, the pressure on 
the Government to devalue the 
yen is bound to increase, should 
the present rate of export expan- 
sion suffer a setback. 

The present trend in Japanese 
politics is definitely to the right 


and favorable to making invest- f 


ments in the country. That the op- 
portunities for U. S. capital and 
knowhow, in view of the desperate 
capital shortage and the necessity 
of modernization, are tremendous, 
cannot be doubted. The obstacle is 
not so much what post-treaty 
Japan may do to the American- 
sponsored business reforms but 
the nearness of Japan to the Ko- 
rean battlefield and the constant 
threat of the spread of war 
throughout the Far East. 

The simple and sincere answer 
is: yes, the United States can 
count on the post-treaty Japan as 
long as we are willing to under- 
write Japanese prosperity in one 
way or another. Just now, as long 
as the Korean campaign lasts, 
Japan can count on a substantial 
inflow of dollars from our extra 
purchase of her goods and ser- 
vices. Should the present impasse 
in Kaesong be solved, then the re- 
habilitation of Korea will provide 
Japan with further extra dollar 
earnings. However, Major-Gen- 
eral Marquat, in charge of eco- 
nomic affairs under SCAP, has 
warned the Japanese that the 
United States will not bail out 
Japan should the current phenom- 
enal business comeback receive a 
serious setback. 

The real test of Japan’s sincer- 
ity and cooperation with the free 
world will, therefore, come when 
the dollar subsidies stop. Then the 
whole structure of the present 
Japanese prosperity based on (a) 
heavy imports from the dollar 
area, (b) long and expensive 
hauls of supplies across the Pa- 
cific, (c) renunciation of nearby 
markets and sources of raw ma- 
terials, (d) greater export eart- 
ings from anywhere except except 
the United States, and (e) exces- 
sive bolstering of cotton exports 
based on cotton given away by the 
United States—may topple down. 
How serious the situation will be, 
will depend upon the extent te 
which Japan is able to build up 
her trade with Southeastern Asia, 
India, Pakistan, and the Near 

(Please turn to page 643) 
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DIVIDEND NO. 209 
A dividend of seventy-five cents 
per share and an extra dividend 
of fifty cents per share on the 
capital stock of this Company 
have been declared payable 
October 15, 1951 to stockholders 


of record September 6, 1951. 
EMERY N. LEONARD 






Secretary and Treasurer 
Boston, Mass., August 20, 1951 











Bl Babbitt 


91st CONSECUTIVE 
QUARTERLY DIVIDEND 


The Board of Directors of B. T. 
Babbitt, Inc. has declared a regular 
quarterly dividend of 15c per share 
on the Common Stock of the Com- 
pany, payable on October 1, 1951 
to stockholders of record at the close 
of business on September 14, 1951. 


LEO W. GEISMAR, Treasurer 
August 28, 1951 




















C.LT. FINANCIAL CORPORATION 


Dividend on Common Stock 


A quarterly dividend of $1.00 per share in 
cash has been declared on the Common Stock 
of C. I. T. FINANCIAL CORPORATION, 
payable October 1, 1951, to stockholders of 
record at the close of business September 10, 
1951. The transfer books will not close. Checks 
will be mailed. 

FRED W. HAUTAU, Treasurer 
August 23, 1951. 

















ALLIED 
CHEMICAL 


& DYE CORPORATION 


Quarterly dividend No. 122 
of Fifty Cents ($.50) per share 
has been declared onthe Com- 
mon Stock of the Company, 
payable September 20, 1951 
to stockholders of record at 
the close of business Septem- 
ber 7, 1951. 

W. C. KING, Secretary 
August 28, 1951. 












































Making Peace With Japan 





(Continued from page 640) 


East in the meantime. But to be 
of real help for Japan in her hour 
of need as a source of non-dollar 
raw materials, a great deal of in- 
vestment of ECA, Point Four and 
other money would have to take 
place in that area. 

The point is that once on her 
own, Japan is-sure to seek a res- 
toration of her prewar trade with 
the Asiatic mainland. Too much 
dependence upon the ups and 
downs of the American economy 
is dangerous for a country that 
lives on a shoestring, and the Jap- 
anese know it. “A sovereign Japan 
will not be quite the smiling satel- 
lite of some Americans’ imagin- 
ings,” the Christian Science Mon- 
itor wrote recently, and quoted the 
following statement of “ultra-con- 
servative” and pro-American 
Prime Minister Yoshida: 

“Red or white, China remains 
our next-door neighbor. Geogra- 
phy, and economic laws will, I be- 
lieve, prevail in the long run over 
any ideological difference and 
artificial trade barriers.” 

This does not mean at all that 
post-treaty Japan will turn up 
some day in the Soviet camp. But 
when the present wave of pros- 
perity based on war and postwar 
rehabilitation in Korea is over, 
there will be a strong temptation 
to trade with China, Manchuria 
and North Korea, for it must be 
admitted that this trade makes for 
a more stable Japanese economy. 
If the Soviet Union, in addition, 
tempts Japanese nationalism with 
an offer to return the Kuriles and 
Saghalin, which is not impossible, 
sovereign Japan may be drawn 
into assuming a neutral position 
between the two opposing worlds. 





For Profit and Income 





(Continued from page 319) 


share. They might well reach a 
new peak next year. The dividend 
is a conservative $2 annual rate. 
General conditions have, of 
course, favored the company in 
recent years; but do not explain 
why sales rose from only $14.6 
million in the prewar year 1937 
to $123.3 million in 1950; or why 
earnings, on the same comparison, 
rose from $1.22 a share to $7.51. 
The main explanation is competi- 
tive growth via manufacturing 
skill, research, new product de- 
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velopment and general “knoy. 
how.” To class it as an auto-parts 
stock does not do full justice t 
this issue. Contrary to the aut 
parts group and the auto group, it 
recently rose to a new all-time 
high of 44, comparing with 1949 
low of 143% and current price of 
4214. On the basis of past price 
range, the stock is high; and the 
yield of about 4.7% is sub-averag: 
to a moderate degree. In relation 
to probable 1951 and 1952 earn. 
ings, and to apparent long-tern 
potentials, it remains one of the 
more reasonably priced growth 
stocks. 
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(Continued from page 589) 


alliance is at stake. Gromyko wil 
have his say and doubtless make 
the most of it. The battle of props. 
ganda will be furious but it wil 
by no means be one-sided. For 
through his opposition to th 
treaty, Gromyko will demonstrat 
that his purpose is to wreck the 
conference and block peace, not 
promote it. If so, his campaign 
of obstruction is likely to tun 
against him. It could become very 
effective propaganda for the West, 
which presumably was the mai 
reason to call the conference in 
the first place. 

The Kremlin, realizing this, # 
the last minute decided to send it 
henchman after first refusing 
attend. It can hardly have done ») 
with the hope of blocking signi- 
ture of the treaty. Gromyko wai 
sent there to make propagandi 
and to obstruct. But the plan ma 
backfire. More likely than not, 
the Kremlin’s anti-treaty agits 
tion will make it clear to all the 
world that Russia will not coop 
erate towards peace but remainif 
an enemy intent upon one worl 
in the sense that that world shal 
be communist. Under such a flag 
Gromyko should have difficult sai! 
ing. 





Where Do Securities 
Stand Today? 
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relatively quick petering out 0f 
the company’s postwar earningy 
bonanza plus dividend restrictiony 
under the preferred stock agre 
ment. Current earnings are sma 
(Please turn to page 644) 
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E.1. DU PONT DE NEMOURS & COMPANY 








i] 1 
~ 
Wilmington, Delaware, August 20, 1951 
The Board of Directors has declared this 


day regular quarterly dividends of $1.121/2 
a share on the Preferred Stock — $4.50 














Series and 871/2¢ a share on the Pre- 
ferred Stock—$3.50 Series, both payable 
October 25, 1951, to stockholders of rec- 
ord at the close of business on October 
}| 10, 1951; also 85¢ a share on the Com- 
mon Stock as the third interim dividend 
for 1951, payable September 14, 1951, 
to stockholders of record at the close of 
business on August 27, 1951. 


L. pu P. COPELAND, Secretary 


catia 


























Allegheny Ludlum Steel Corporation 
Pittsburgh, Penna. 


At a meeting of the Board of Directors of the 
Allegheny Ludlum Steel Corporation held today, 
August 23, 1951, a dividend of 
fifty cents (50c) per share was 
declared on the Common Stock 
of the Corporation, payable Sep- 
tember 29, 1951, to Common 
stockholders of record at the close 
of business on September 14, 1951. 


S. A. McCASKEY, Jr. 
Secretary 




















MIDDLE 
SOUTH 
UTILITIES, 


DIVIDEND 


The Board of Directors has this 
day declared a dividend of 30¢ 
per share on the Common Stock, 
payable October 1, 1951, to stock- 
holders of record at the close of 
business September 11, 1951. 


H. F. SANDERS, 
Treasurer 





New York 6, N. Y. 
August 30, 1951 
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and while improvement may be in 
sight when work on defense 
orders begins around the year- 
end, further deferment of divi- 
dends is likely. 

An interesting case is Wrigley 
(Wm.) Jr. & Co., long known as a 
high grade investment issue. At 
current price, the stock is only 
10% below its 146 high of 8214, 
but also shows no more than a 
12% recovery from the 1949 low. 
Because of its good investment 
characteristics, the stock has been 
moving in a narrow price range, 
has in fact shown outstanding sta- 
bility. It has not done much on the 
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upside despite of its quality, be- 
cause of a mild price-cost squeeze 
which has tended to lower net 
profits moderately. This situation 
has been characteristic of the 
chewing gum industry and is far 
from serious, but it has prevented 
this high grade issue from moving 
more in line with the excellent 
yield it affords. 

The examples discused, and the 
additional samples listed in our 
table, amply illustrate the wide 
variations in stock price move- 
ments. They also prove that there 
can be no pat answer to the ques- 
tion: Are stock prices high? Some 
are historically high, but not nec- 
essarily high in terms of values— 
of such factors as earnings, divi- 
dends, yield and growth poten- 
tials. Some may be high in either 
respect. A substantial number will 
be found low in terms of previous 
price performance, but where this 
is the case, it will also be found 
that they are usually adequately 
priced in relation to indicated 
values. 

The sharp cross currents we find 
today primarily reflect basic fac- 
tors having a bearing on potential 
earnings. We find below average 
price performance among stocks 
likely to be adversely affected by 
the exigencies of a defense econ- 
omy, just as we have found above 
average price recovery among 
those who stand to benefit there- 
from. We find considerable empha- 
sis on quality especially if coupled 
with good yield, and particular 
emphasis—perhaps even over-em- 
phasis—on growth. 

Yields and price-earnings ratios 
are more attractive now than they 
were in 1946. Measured by these 
yardsticks, stocks are certainly 
cheap compared with 1929. But we 
also know that these are troubled 
times and that part of the current 
prosperity in business rests on the 
unsafe foundations of defense 
preparations, accompanied by ris- 
ing taxes, which take their cue as 
to length and scope from the ther- 
mometer of international rela- 
tions. 


This has acted as a brake on the 
price action of many stocks just 
as it has led to the emergence of 
certain investor foibles such as the 
scramble into blue chips and disin- 
clination to take profits (for tax 
reasons) which may tend to over- 
emphasize certain stock values. 
One fact however remains. The 
1949-51 rise has been far from 
uniform. It has reflected a higher 
degree of selectivity than perhaps 





any previous bull market and this 
is one reason why some observers 
are inclined to question whether 
that term is correctly applied in 
this instance. The prospect is that 
this selective approach will con- 
tinue to prevail. 
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crystallization of existing uncer- 
tainties. 

In the meantime, there are small 
signs of renewed interest in the 
public utility group particularly 
on the part of large institutional 
buyers such as insurance com- 
panies and investment trusts. In- 
cidentally, the insurance com- 
panies are becoming an increas- 
ingly important factor in what 
amounts to a cash market in 
stocks, their average weekly pur- 
chases running around $30 mil- 
lions, the highest in history. 
Among the investment trusts, new 
purchases of utilities, not count- 
ing stock acquired through exer- 
cise of “rights”, is about 14% of 
total portfolio additions. They 
have also been somewhat more ac- 
tive in the purchase of the non- 
ferrous metals group, but have 
tapered off considerably in their 
acquisition of oil stocks. Other 
groups which are attracting buy- 
ing on a moderate scale are radio 
and television, heavy electrical 
equipment, and also merchandis- 
ing, food processors, and natural 
gas. 

Though the market in terms of 
the daily industrial average has 
been firming consistently over the 
past few days, enough uncertain- 
ties exist to argue against develop- 
ment of exuberant bullishness at 
this stage. In our view the sound- 
est policy still is to retain sufficient 
cash or equivalent liquid resources 
to take advantage of any future 
downturns. Long term investors 
and those interested primarily in 
income are of course less con- 
cerned with day-to-day market de- 
velopments and will do well to 
hold on to good stocks regardless 
of short term movements. Inves- 
tors génerally however would do 
well to weed out more speculative 
holdings and replace them with 
sounder equities. For that purpose 


they may profitably take advan- f 


tage of the selections regularly 


presented elsewhere in the pages ‘ 


of this publication. 


—Friday, August 31. j 
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In light of new and developing market forces 


v= have read of the actual government 

orders placed for atomic motor subma- 
rines — atomic artillery shells — of the new 
supersonic jet plane speed records... per- 
haps you have read the report of the Chemi- 
eal Industry in convention predicting amaz- 
ing things which are expected to become 
commonplace. 

Truly, we are in a period of vast changes 
with the necessities of The Defense Program 
speeding the efforts of the research labora- 
tories in every phase of industry. The imme- 
diate will see developments of new products, 
processes and materials; changes in markets, 
competition and production schedules. All 
these factors will be reflected down to the 
levels of per share earnings and dividends 
and security price levels. 


STRATEGIC AND IMPORTANT POINT 
TO REVISE YOUR INVESTMENT HOLDINGS 


The present—NOW-represents a particularly 
strategic time to recheck every individual 
security you own, as well as the investment 
policy YOU are following, in relation to cash 
reserves, income productivity, inflationary 
versus deflationary factors and other influ- 
ential forces. 

Such reappraisal must be searching and 
factual, and must avoid personal emotions 
and subjective considerations. 

It is a difficult task for any individual in- 
vestor. Rather it is a job for an organization 
of well trained, seasoned experts in the vari- 
ous phases of investment analysis. 


MANAGING YOUR SECURITIES 


Just as any business venture rises or falls by 
reason of management—so the healthy expan- 
sion—or the shrinkage—in your capital and 
income are governed by the competence and 
nature of the management of your invest- 
ment account. 

Capable management must construct a bal- 


anced portfolio, soundly diversified as to type 
of security, nature of business, geographical 
location and political influences. 

It must plan to produce an income return 
to meet your individual needs and to provide 
a degree of safety to fit your personal cir- 
cumstances. 

Proper supervision of securities should 
anticipate dangers ahead and take steps to 
protect principal against loss. It should see 
new opportunities developing and set up a 
program to participate fully in income and 
profit benefits to be derived. 


CONTINUOUS PERSONAL MANAGEMENT 


Investment Management Service can take the 
initiative in advising you when any changes 
should be made in your personal investment 
holdings. You would be relieved of worry, 
effort and research and would never be left 
in doubt as to your market position. It is this 
alert, unbiased counsel which clients have 
renewed year in and year out. 

NOW, with the market in a difficult phase, 
you should investigate this Service, by taking 
advantage of the special invitation below. 


WITHOUT OBLIGATION a spe- 
cial preliminary analysis of 
your investments ... 

We offer to send you a confi- 
dential, preliminary review of 
your portfolio if it exceeds $20,000 in value 
—commenting frankly on its possibilities for 
capital growth, its income factor and its 
diversification. Your least favorable issues 
will be specified, with reasons for selling. We 
will explain how our service could assist you 
and quote an exact annual fee for supervi- 
sion. Merely send us your list of holdings and 
objectives in as complete detail as you care 
to give. All information will be held strictly 
confidential. 








INVESTMENT MANAGEMENT SERVICE 


A Division of The Magazine of Wall Street 
A background of forty-four years of service 


GS) Broad Street 


New York 4, N. Y. 





















lron ore—basic ingredient of steel—comes 


from National’s own mines 


Iron ore is the fundamental ingredient in the composition of steel. A con- 
tinuing supply of the right grades of ore is essential to large-volume 
steel production. 


Hanna Iron Ore Company is the ore producing division of National Steel. 
It owns extensive iron ore properties and operates large mines in Min- 
nesota, Wisconsin and Michigan. From them, a steady supply of this 
vital raw material flows into the furnaces of National Steel. 


And, to insure an abundant supply of this basic steel-making material in 
future years, National Steel is participating in the development of the 
great new iron ore field in Labrador-Quebec which is estimated to contain 
more than 400 million tons of high-grade ore. 


Hanna Iron Ore Company is one of the principal subsidiaries which 
comprise National’s completely integrated operations . . . make National 
Steel one of America’s largest and fastest growing producers of steel. 


NATIONAL STEEL 


GRANT BUILDING 


CORPORATION 


PITTSBURGH, PA. 


SERVING AMERICA BY SERVING AMERICAN INDUSTRY 
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MAJOR DIVISIONS OF NATIONAL STEE 


HANNA IRON ORE COMPANY, Cleveland, Ohid 
Produces ore from extensive holdings in Gri 
Lakes region. National Steel is also particip 
ing in the development of new Labrador-Queba 
iron ore fields. 


GREAT LAKES STEEL CORPORATION, 
Michigan. The only integrated steel mill in th 
Detroit area. Produces a wide range of cz 
steel products . . . is a major supplier of al 
types of steel for the automotive industry. 


WEIRTON STEEL COMPANY. Mills at Weirte 
West Virginia, and Steubenville, Ohio. World 
largest independent manufacturer of tin plat 
Producer of a wide range of other importai 
steel products. 


STRAN-STEEL DIVISION. Unit of Great Laki 
Steel Corporation. Plants at Ecorse, Michigai 
and Terre Haute, Indiana. Exclusive manufai 
turer of world-famed Quonset buildings af 
Stran-Steel nailable framing. 


THE HANNA FURNACE CORPORATION. BI 
furnace division located in Buffalo, New Yo 


NATIONAL MINES CORPORATION. Coal mi 
and properties in Pennsylvania, West V 
ginia and Kentucky. Supplies high grade met 
lurgical coal for National’s tremendous neeq 


NATIONAL STEEL PRODUCTS COMPANY, Housta 
Texas. Recently erected warehouse, built 
the Stran-Steel Division, covers 208,425 squa 
feet. Provides facilities for distribution of st 
products throughout Southwest. 
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